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Introduction 


Islamic Economics, or Using Economics to Understand Islam 


All praise is due to Allah, the Lord of the Universe, and may peace and 
prayer be upon his Messenger Mohammed ibn Abdullah, the noble 
Prophet sent as a mercy to the worlds. Who Allah guides, none can lead 
astray, and who Allah leads astray none can guide. | testify that there is 
no deity worthy of worship except Allah, who is One and who has no 
partners in his Lordship, and | testify that Mohammed is his Prophet and 
Messenger. To proceed: 


The idea of an Islamic economics is something of a misnomer- what is 
today called Islamic economics was only developed within the last 
century, which gives a good indication of how authentically “Islamic” it 
actually is. 


Nonetheless, economics as a science emerged from the desire to 
understand how to best foster the wealth of nations. This integral purpose 
has also been an essential element of Islam long before anyone used the 
word “economics.” With its holistic approach, covering every aspect of 
the believer's life, Islam, in many ways, transcends the pitfalls of modern 
orthodox economics. | am referring to the tendency toward a too narrow 
focus, where economic gains are emphasized above all else. This narrow 
focus sometimes leads to ignoring the side effects of certain policies, and 
can lead to severe consequences. 


If the very designation of a field of “economics” as an independent 
discipline is problematic, it is understandable why an “Islamic economics” 
might be doubly so- the narrow focus on economic gains may be 
fundamentally contrary to the all encompassing outlook of Islam. 


While this may be true on the level of policy, it is not necessarily true on 
the level of analysis. 


For myself, it was in part economic analysis that brought me to Islam 
during my study of the world economy. In particular, the role of interest 
rates in shaping the overall structure of economic relations pointed 
towards the wisdom of Islamic scripture. Zakat, the third pillar of Islam, 


seemed a clear solution to many contemporary economic and political 
problems. It was quite impressive to me that an illiterate man from a 
relative backwater 14 centuries ago would be able to outclass the best 
economic minds in the world, seemingly without even trying, in terms of 
elegance and effectiveness of policy. 


The logical conclusion, of course, along with many other points of 
supporting evidence, was that Islam was not at all the product of the mind 
of any human being, but rather a revelation from a benevolent Creator. 


In studying world history, | also traced a number of intellectual traditions 
and technical innovations back to a golden age that peaked around the 
time of the Abbasid Caliphate. There was an observable wave of 
innovation that seemed to lead back to the Arabian Peninsula 1400 years 
ago. The boom of technology led today by Amazon, Boeing, Adobe, 
Microsoft, Google, and other corporations on my native west coast of 
America was built on an earlier phase of innovation on the East coast of 
America. 


The innovations on the East coast could in turn be traced back to the 
Industrial revolution of England, as well as major advances in thinking 
and craftsmanship contributed by Holland and Scandinavia. Looking at 
the origin of the northern European wave of innovation, it was clear that 
the thinkers and inventors of northern Europe were building on the work 
of a generation of southern European polymaths, and that these 
polymaths in turn studied the work of the scholars and scientists from the 
Muslim lands, where the world's first universities were founded. 


When investigating why it was that there was such a proliferation of 
knowledge to be found in the Muslim lands in the height of what | had 
been taught was the “dark ages,” | learned that this phase of 
enlightenment took place in the context of a unique and novel system of 
political and economic organization. 


The Power of Diversity 


Considering this system and trying to understand the reasons for the 
greatness of the Islamic empire, | was reminded of my studies of genetics 
and evolutionary biology, where | found that genetic diversity is generally 
a predictor of the overall health and vitality of a population, while a limited 
gene pool leads to hereditary diseases. This helped me to understand 


the success of America, my own homeland, whose population was 
formed from a genetic pool drawn from many different ethnic 
backgrounds. 


More historical evidence pointing to the power of diversity can be seen in 
the Northern European industrial revolution, which was fueled in part by 
the “journeyman” system, where artisans traveled to other localities or 
countries to study techniques used by other craftsmen. The English 
industrial revolution began with intellectuals fleeing the wars of the 
Protestant Reformation on the European continent and the cultural 
exchange that came about as a result. If Europe and America owed 
something of their intellectual progress to intercultural exchange and 
diversity, | found an even higher level of cosmopolitanism in the history of 
the early Islamic empire. 


The Islamic scientific golden age was first and foremost based on a 
healthy economy, and this economy was in turn based on fundamental 
principles of inclusion and re that are central to Islamic doctrine. 
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“O mankind, indeed We have created you from male and female and 
made you peoples and tribes that you may know one another. 
Indeed, the most noble of you in the sight of Allah is the most 


righteous of you. Indeed, Allah is Knowing and Acguainted”' 


The Prophet Mohammed, sal Allahu alaihi wa salam, said in his final 
sermon: 
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Abu Nadrah reported: The Messenger of Allah, peace and blessings be 
upon him, said during the middle of the day at the end of the pilgrimage, 
“O people, your Lord is one and your father Adam is one. There is 
no favor of an Arab over a foreigner, nor a foreigner over an Arab, 
and neither white skin over black skin, nor black skin over white 
skin, except by righteousness. Have I not delivered the message?” 


They said, “The Messenger of Allah has delivered the message.” 


This is the internal programming for a cosmopolitan society that shuns all 
forms of racial pride and hubris. Rather, an attitude of cooperation 
between different cultures and ethnicities is lauded as something 
praiseworthy- or even something essential to our purpose on this earth. 


Peaceful Co-existence and Economic Prosperity 


| was also schooled to some extent in the liberal paradigm of economics 
which suggests that one of the main sources of wealth is trade. It was 
only logical then that a reduction of tribal tension and warfare would 
result in an increase in cooperation, trust, and of course, trade. 


| was amazed by the theory that the orange tree, considered a symbol of 
Spanish identity, may have been introduced to the Iberian peninsula 


during the Moorish rule as a result of overland trade from China.” At the 
time, the Islamic empire was the largest the world had ever seen, and a 
set of common beliefs united a nation stretching from Western Europe to 
the borders of China, spanning the known world. 


It was clear to me that this political unity would have resulted in a great 
proliferation of wealth, and that this wealth would have resulted in a huge 
increase in the free time available to contemplate astronomy, 
mathematics, psychology, history, theology, optics, chemistry, medicine, 
rhetoric, philosophy, and all of the intellectual achievement that this era 
brought forth. 


And this, of course, was all achieved not with a dedicated economic 
theory but rather with a religious conviction that the principles enshrined 
in the Quran and the tradition of the Prophet Mohammed, sal Allahu 
alaihi wa salam, ought to be the basis of government. This is a 
comprehensive and holistic vision. 


Nonetheless, | owe some debt to economic theory for helping me to 


understand the wisdom of Islam and the profound love of the Creator for 
humanity expressed in the message brought by Mohammed, sal Allahu 
alaihi wa salam. 


Peace: The Presence of Justice 


Another aspect that enabled the economic prosperity and the technical 
innovation that resulted in our present civilization is also a core principle 
of Islam- justice. 


The consistent application of justice and the protection of essential rights 
is the foundation of a civil society where large scale undertakings can 
take place. If we are at the whim of an unjust king or emperor who can 
take away all of the fruits of our labor at a moment's notice and without 
rhyme or reason, there is hardly an incentive to invest in projects which 
may take decades or even generations to reach maturity. 


It is the love of justice that leads many to Islam, and it is also clear that 
justice is a major component of economic prosperity. 


This is one of many instances of harmony between Christianity and 
Islam, as Jesus is reported to have said: 


“God blesses those who hunger and thirst for justice, for they will be 
satisfied.” 


Justice, while sometimes seeming harsh to those unaware of the wisdom 
behind it, naturally leads to harmony in society, while injustice leads to 
division and strife. An economy cannot thrive in conditions of conflict, and 
likewise, peace is an essential element of prosperity. 


Therein lies the purpose of this book. A tremendous opportunity exists 
with the advent of Bitcoin, blockchains, and distributed ledger technology. 
This technology was first and foremost established for the sake of justice; 
as a challenge to those who have coerced the world into using money on 
which they hold a monopoly. 


There is a moral imperative to use whatever means are available for the 
advancing of the general good: 
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Abu Sa'eed Al-Khudri reported: The Messenger of Allah, sal Allahu alaihi 
wa salam, said, “Whoever among you sees evil should change it with 
his hand. If he is unable to do so, then with his tongue. If he is 

unable to do so, then with his heart, and that is the weakest level of 


faith.” 


This is part of the test of this life. We are given the freedom to make our 
own choices, and to use our reasoning ability and our resources in the 
most beneficial manner possible. As Muslims, this means first and 
foremost looking to the health of our own community, so that we can set 
a good example and more effectively call the entire human family to the 
truth. 


As Allah says: 
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“You are the best nation produced [as an example] for mankind. You 
enjoin what is right and forbid what is wrong and believe in Allah.” 


With this book, | seek to undertake a comprehensive exploration of 
concerns related to the interrelation of cryptocurrency, distributed ledger 
technology, Islam, and the present condition of the Muslims. Muslim 
research on cryptocurrency up to this point has primarily focused on 
whether the technology itself can be considered as lawful in Islamic law- 
a question which many scholars have answered in the affirmative. 


For those that accept the technology as lawful, this leaves open 
questions of how exactly it ought to be used. This can be a very 
challenging topic, since new innovations within cryptocurrency are 
constantly appearing- consensus mechanisms, governance structures, 
and rewards schemes, in particular. 


Knowledge is how to use a sword- wisdom is to know when to use a 


sword. One of the biggest dangers facing humanity is that our knowledge 
has outgrown our wisdom. The Arabic word for jurisprudence is figh, 
which means literally “understanding.” While figh is primarily concerned 
with rules, it is also the domain of wisdom. To guote from the Bible again: 


“The fear of the Lord is the beginning of wisdom.” 


And indeed, it is ultimately fear of Allah that motivates humans to adhere 
to the divine rulings. 


It seems it would be wise to take the time to understand the implications 
of a technology before we start to use it. 


| am by no means an expert in Islamic jurisprudence. My reading of fiqh 
so far has been mainly to guide my own actions. It has become clear in 
the public discourse on cryptocurrency, however, that there are experts in 
Islamic jurisprudence who are speaking on the topic of blockchain and 
cryptocurrency while sorely lacking in knowledge on the technical, 
political, and economic aspects of the technology, to an extent that it 
could obstruct their ability to issue an accurate ruling. 


This is by no means a criticism- there is simply not enough time for one 
person to become an expert in so many fields. Cryptocurrency has major 
implications not only in the field of technology, but also in economy and 
governance, which is an area I've spent time studying. It is my hope that 
this book can help to bridge the gap for scholars with other areas of 
specialization seeking to better understand the topic. 


This book is not intended only for Muslims- the ethical precepts at the 
core of Islam largely overlap with those of nearly every other belief 
system. | would hope that it could be beneficial to anyone seeking to 
better understand how to interact with and utilize blockchain and 
cryptocurrency in a sound, sustainable, and ethical manner. | believe, 
however, that the focus of the Muslim community must be first and 
foremost on rectifying our own condition. 


| welcome and invite all criticism and advice. It is due to the lack of 
commentary on this subject that | am stepping in to fill what | see as a 
gap, but the understanding outlined in this book is by no means 
authoritative- rather, it is meant to be a step in establishing a body of 
healthy discussion and scholarship which can be drawn upon in the 


future, Allah willing. 
Structure 


The book is divided into three sections- the first briefly looks as what 
cryptocurrency is, and more importantly, what impact it is likely to have 
on the world, and why itis important for Muslims to consider this. 


The second section deals with issues of Islamic law- what arguments 
have been made for and against cryptocurrency on the basis of Quran, 
hadith, and ijtihad on the part of Muslim scholars. 


The third section outlines some ideas as to how the technology can 
actually be used to advance the purpose of Islam. 


Part One 
Why Should We Care? 


Chapter 1 - How Does Bitcoin Work and 
What is a Blockchain? 


“Possession is nine tenths of the law.” 
-English proverb 


Like the internet, Bitcoin is essentially a procedure for computers to 
communicate with each other- a protocol. It contains the language and 
the seguence of events for computers all around the world to agree on 
one thing: what happened. And it only preserves the record of one type of 
information- who owns what. 


This is accomplished by the creation of digital information that cannot be 
copied. 


Simply put, Bitcoin allows digital money to be transferred from one 
person to another, and everyone can agree on the time and the amount 
of the transfer. This is actually a major advance, because up until this 
point, all digital money could simply be created out of nothing or deleted 
with a few simple commands on a keyboard by whoever is in control of 
the system. 


This technology was named by “the blockchain” by Satoshi Nakamoto, 
and it only covered the transfer of value from one address to another. 
These addresses are much like email addresses, except that they send 
and receive money. 


A number of transactions are bundled into a batch, named a block. The 
sum of the transactions is encoded with a mathematical eguation to form 
a code called a hash. This hash is then included in the formulation of the 
next block of transactions, thus “chaining” the blocks together. 


Since each new block depends on the hash of the previous block, 
information, once recorded on a blockchain, is stored forever, and cannot 
be changed except with unimaginable guantities of computation- far 
beyond the capabilities that currently exist. 


We can know who has what, because we can see who had what, going 
back to the “genesis” block- the first block ever mined. And most 


importantly, we don't need to trust a bank, accountant, or a lawyer or 
government official, to know who has what, because we have 
mathematical proof of the truthfulness of all the entries in this big book. 


Bitcoin is distributed through a process called “mining”. In order to earn 
the privilege to put a block onto the blockchain, miners compete to solve 
a puzzle. The miner that arrives at the solution first can broadcast a block 
that other miners accept. They accept the block because they will need 
the hash of the block to have a chance at solving the next puzzle. 


Whoever solves the mining puzzle gets a reward in Bitcoin as well as 
transaction fees that are attached to each transaction contained in the 
block. The fees serve to prevent spamming transactions, because if 
someone wishes to clog the network with transactions, they will have to 
pay for them. Fees also provide additional incentive for miners. 


The mining process holds the network together with pure self interest. 
Those wishing to earn Bitcoin can process transactions between 
addresses in exchange for fees, plus a reward that is issued to whoever 
is able to create a block. 


What is a Cryptocurrency? 


All of this- the transactions, the hash, the formation of the blocks- is 
based on math. The most important thing to know is that this math allows 
someone to mathematically prove that they know a code, without 
disclosing the code itself, without actually knowing the number itself. In 
other words, | can prove to you that | know my password, without you 
needing to actually know my password. It is based on cryptographic 
techniques developed by a range of researchers and mathematicians for 
both military and civilian purposes. 


Hence the term “cryptocurrency.” 


After Bitcoin started to gain momentum, many others stepped in and tried 
to copy its success, tweaking and playing with Bitcoin’s code, or building 
similar models from scratch. The number of these currencies, sometimes 
called "altcoins," is now in the thousands. 


Centralized, Decentralized, Distributed 


If we visualize economic networks, we can see that the US dollar, for 


example, is a centralized network, where all of the dollars come from the 
federal reserve bank and private banks authorized by the government to 
issue debt in the form of dollars. 


Bitcoin, however, can be issued by any participant in the network. This 
makes it a distributed and decentralized network, which is very hard to 
shut down. 
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centralised decentralised distributed 


With a centralized network, one simply has to destroy the central node 
and the entire network is disabled. Distributed or decentralized networks, 
if any nodes are destroyed, can simply regroup. 


Why Should We Care? 


There are many, many reasons why this is important, and I'll mention just 
a few here. 


The importance of money is huge. For many people on the earth, it 
occupies the biggest part of their focus, time, and energy. 


The dominant form of paper money issued by central banks can be 
traced back to the issuance of promissory notes in medieval Europe. 
These were pieces of paper that certified that someone had deposited a 
certain amount of gold, and it gave the person carrying it the right to 
withdraw the same amount of gold at another time, and sometimes at 
another location. 


Initially, the banking system was just a trust. Deposit gold, and then you 
don't have to carry it on a long journey- you can just withdraw it as 
needed with affiliates of whoever received the initial deposit. 


Those who were entrusted with the deposits were able to loan out gold 
that had been entrusted to them at a profit. Only a small percentage of 
the people who deposited the gold would ask to have it back at a given 


time, so some of the gold could be loaned out for interest. Eventually, 
these early bankers were able to simply loan out promissory notes 
instead of physical gold, and in this way they could make many more 
loans than the actual gold they were holding. This is called “fractional 
reserve banking.” 


Occasionally, for whatever reason, too many people would ask to have 
their money back, and the bank would be forced to admit that they didn't 
have the money. This, understandably, made people angry, and 
situations like these, called “bank runs” have contributed to a number of 
major wars throughout history. 


This situation became even more severe with the advent of full on paper 
money systems. Paper certificates of gold lost their connection to gold 
entirely. The supply of paper money already exceeded gold by a wide 
margin, but with a pure paper money system, the value of money 
became entirely abstract and even more disconnected from reality. This 
led to hyperinflation, famines, and war, as in the example of the collapse 
of the German economy which preceded Hitler's rise to power. 


Nothing has been done on a fundamental level to correct this situation- 
as itturns out, there is no habit that is guite so difficult to kick as the 
addiction to easy money. The world financial managers have attempted 
to improve the system with each crisis, but the system is still based on 
manipulating wealth levels by creating money at will. It is only a matter of 


time before it implodes again.” 
Solving a Serious Problem 


In business, it is said that the earning potential of a given venture is 
proportional to the need for the solution provided by the business. The 
bigger the problem, the bigger the reward for solving it, or as one 
entrepreneur put it- "If you want to make a million dollars, solve a million 
problems." There is hardly a bigger problem in the world than the current 
financial system, so Bitcoin’s explosive growth is no surprise. 


Bitcoin is simultaneously a currency whose supply cannot be diluted, and 
a payment network that allows the secure and near instantaneous 
transfer of value from anyone, anywhere in the world, to anyone, 
anywhere else in the world, provided both have internet connections. The 


first major problem being solved is the manipulation and dilution of 
currencies for the profit of bankers, and the second problem is the need 
to freely transact across borders. 


This is of particular relevance to Muslim countries. The current financial 
system favors some countries much more than others. After the second 
world war, representatives primarily from Britain and the United States 
met to make plans for the post-war order. After much debate, the 
Americans succeeded in establishing the US dollar as the de facto world 
currency. 


What this means for smaller countries, like most of the countries with 
Muslim majorities (which were delineated as small countries largely 
through the influence of invaders), is that they have much weaker and 
more fragile currencies. 


A wealthy nation, or in some cases a wealthy individual or group of 
individuals, can threaten the economic stability of a small nation by 
buying up a large amount of its currency, and then dumping it on the 
markets, driving down prices and shaking confidence in the currency. 
This can be used as an effective control mechanism by those who control 
the world's largest concentrations of money. If you do something the 
ultra-rich dislike, then be prepared to have the stability of your 
government threatened by the collapse of your currency. 


In a number of Muslim countries this threatens the very stability of the 
government. When governments are threatened in this way, they are 
forced to turn to an institution established by the British and Americans in 
the wake of the second world war- the International Monetary Fund 
(IMP). 


When a currency is destabilized and the government of a country is in 
danger of collapsing, the IMF comes to the rescue with conditional loans. 
In other words, it says, “Hey, we can stop your government from 
collapsing, but we need you to do a few things.” 


The IMF will then ask that the country make certain reforms, like opening 
up the country for large corporations based in places like Europe and the 
US, and to allow these corporations more freedom of operation, and to 

allow the importing of subsidized goods from places like Europe and the 
US. This allows for the exertion of greater economic influence by foreign 
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powers, and through media corporations, cultural influence, as well. 


“Subsidized goods” means that the production of something is partially 
covered by the government of a country with tax money. For example, 
the US government might offer to give farmer $20 dollars for every ton of 
wheat they grow. Since the governments of countries like the US or 
Germany are highly developed in their ability to extract taxes, they can 
raise more money for programs like these that smaller countries with less 
well funded governments. They can then give the tax money back to 
certain industries to advance strategic goals. 


What this means is that food from a country like America can be very, 
very cheap. This is because the US government gives farmers money for 
producing certain crops, meaning they can sell it very cheaply. In many 
cases, food, or other goods, may be sent to a country in the form of free 
“development aid.” 


When this food is imported to another country, it starts running the local 
farmers out of business, because they can't compete with such cheap 
goods. Eventually, they have no choice but to sell their land, and foreign 
corporations are waiting to buy it up at bargain prices and re-purpose it to 
produce export goods for the American and European markets. 


These countries are promised development, and coerced into loans to 
fund this development. This has a double benefit for the colonial powers 
like America or Europe- on the one hand, the debt can be used as 
leverage, and on the other hand, the new infrastructure will mean that 
markets expand for goods produced by corporations centered in the 
colonial power centers. So on the surface they are trying to "lift people 
out of poverty," but in reality a big part of the motivation is to sell more 
televisions and refrigerators. 


This is why the World Bank finances building up infrastructure like 
electrical grids- without it, many of the products produced in the countries 
that contribute to the World Bank could not be sold. Of course, if you ask 
them, they are actually just heroes trying to help poor people escape 
grinding poverty. 


In the old days, countries used to simply invade, deem the locals to be 
inferior, and force them into labor with violence. This became terribly 


politically incorrect, and has now been replaced by forms of economic 
slavery. And the paper money system is central to this economic slavery. 


Where does this paper money get its power from? 


Paper money's value comes from nowhere else but our own selves. The 
money has value because we use it to buy, sell, and save. It's a simple 
relation of supply and demand. This means that every one of us bears 
responsibility for this system, every time we use this money. There may 
or may not be a satanic conspiracy involving secret societies as many 
believe, but we do know for sure that we are all complicit. 
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“So whoever does an atom's weight of good will see it, and whoever 
does an atom's weight of evil will see it” 


The usual response to this thought is to shrug our shoulders and say that 
we have no other choice. But now, we do have a choice. 


Bitcoin has set out a blueprint for anyone to create a currency. If you can 
convince people to use it, it will have value. And we can choose to use 
these currencies rather than the paper currencies. 


Many buy bitcoin or other cryptocurrencies simply because they 
understand that with a limited supply, the value will continue to go up. 
Others are motivated by moral concerns, like some of the issues being 
described here. 


In any case, Bitcoin is now recognized and accepted in nearly every 
country in the world, making it the first truly global currency. Unity is 
strength. 


Chapter 2: Power in Numbers 
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“And hold firmly to the rope of Allah all together and do not become 
divided. And remember the favor of Allah upon you - when you were 
enemies and He brought your hearts together and you became, by 
His favor, brothers. And you were on the edge of a pit of the Fire, 
and He saved you from it. Thus does Allah make clear to you His 
verses that you may be guided.” 


This ayat is echoed in the statement of the Prophet, sal Allahu alaihi was 
salam: 
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Abu Musa reported: The Messenger of Allah, peace and blessings be 
upon him, said, “Verily, the believers are like a structure, each part 
strengthening the other,” and the Prophet clasped his fingers 


together. 


It was further clarified by the second Caliph, Umar the son of Khattab, 
may Allah be pleased with him, that unity is of existential significance to 
the very substance of Islam: 
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“There is no Islam without unity, no unity without leadership, and no 
: : : „12 
leadership without obedience. 


There is a traditional tale in many cultures of an aging king who spoke 
with his sons. He gave the eldest son an arrow, and asked him to break 
it, which the young man did easily. He then repeated this with each son, 
and they were all able to break the arrow. 


Then he bundled a number of arrows together and asked them to break 
it. None of them were able to do so. This he taught them as a lesson, 
hoping it would inspire them to stick together after his death. 


It's one of the great absurdities of history that the non-Muslim world so 
deeply fears Muslim unification. Historically, looking at the statistics, non- 
Muslims have been vastly more violent than Muslims, so it really makes 
more sense to fear a strong non-Muslim community. So why do people 
think a strong and unified Muslim community is something to actively 
work against? 


It's strange, because the contribution of Islamic civilization to the world 
has been immense, and this contribution has been directly proportional to 
the unity of Islamic civilization. The more the early caliphates broke up 
into smaller states, the more the scientific, cultural, and economic 
contribution of Islamic civilization to the rest of the world dwindled. 


Of course, it's obvious that those who profit (materially, at least) from 
injustice do not wish to see power given to those who stand against that 
injustice. And it appears that the media apparatus of the world that instills 
fear of Muslim unity in the hearts of so many is owned by the same elite 
that fear their power might be threatened by such unity. 


The importance of unity as a source of strength for a community cannot 
be overstated. So it is important for every Muslim to be thinking about 
this, and to be thinking about how we can fulfill this command of Allah to 
strive towards unity and avoid division amongst ourselves. 


What is Unity and How do We Achieve it? 


Probably the single most important element of unity is identity. This is 
why the militaries of the world depend so much on nationalist symbols. 
The success of a group depends on the willingness of individuals to 
make sacrifices for the well-being of the group, and this willingness will 
always be in direct proportion to how much the individual identifies with 
the group. 


This makes Islam unique in history- Islam was the first nation, or empire, 
to arise on a multi-ethnic basis with belief as the basis of identity rather 
than lineage. America later used a similar model to achieve its success. 
In the case of Islam, membership in the community only required belief 
that God is one, and that Mohammed, Jesus, and the other Prophets, 
peace and blessings of Allah be upon them all, were truthful. This is the 
basic reguirement for Muslim “citizenship-” the testimony of faith, or 
shahada. 


“Lai laha il Allah, Muhammadu Rasul Allah” 


By contrast, in the case of America, membership in the nation reguires 
belief in the ideal of liberty, and acceptance of the constitution. 
Ideological approaches to citizenship have generally been more 
successful than the older tradition of citizenship based on tribal identity, 
but in times when resources are more scarce, humans still tend to fall 
back on tribal allegiances. 


Another essential element of unity is ritual. Rituals serve as a means of 
synchronizing the community, and bringing people together in a context 
where they can feel and build the bond of community. 


Another often overlooked but still important element of unity is money. 


The evidence for these being the essential elements to Muslim identity is 
mainly the hadith that describes the 5 pillars of Islam: 


GEI GO DB lag aie ail gle ZN Ge pd d ie 
sal) OS 
ddau tau gal San BZ eio 


Ibn Umar reported: The Messenger of Allah, sal Allahu alaihi wa salam, 
said, “Islam is built upon five: to worship Allah and to disbelieve in 
what is worshiped besides him, to establish prayer, to give zakat, to 
perform Hajj pilgrimage to the house, and to fast the month of 


13 
Ramadan.” 


These pillars are also listed in order of importance- the most essential is 
creed, followed by ritual prayer, (an action of community building which 


affirms the creed), followed by zakat, which refers to the economic 
system of the community, and hence the material means for enabling the 
realization of the first two pillars. 


A Higher Purpose 


Ideals usually connect to community or something larger than ourselves- 
for many people, the highest good is to serve or contribute to humanity. 
Islam is no different, except that this aim is best met through the worship 
and obedience of the Almighty. The only means to achieve true unity it to 
worship Allah and Allah alone, which is why we, as Muslims, must 
continuously remind ourselves of the testimony of faith. 


Moving to the second pillar, we have ritual. The daily ritual prayers helps 
us to translate these ideals into real action in a process of community 
building. This is the second pillar of Islam called "salah." 


Once we have a set of ideas and ritual and community based on those 
ideas, the next natural step is to care for the community- its survival, 
growth, and maintenance. This requires energy, and this energy can be 
represented as money. 


This leads us to the third pillar of Islam, zakat. 


Zakat is often mistranslated in English as “almsgiving” or “charity.” The 
word literally means “purification,” and this meaning is not qualified in any 
one sense. It is a purification of our own wealth, as it is an atonement for 
whatever wrong we might have done in the process of earning our 
money, and it is a purification for the community, because it goes to 
support those most in need who would otherwise be a drain on the 
community, and in the process prevents excessive accumulation of 
capital. Just as flowing water is continuously purified by the earth, flowing 
money likewise keeps the society healthy and clean. 


This is embodied very well in the example of the Prophet Muhammed, sal 
Allahu alaihi wa salam, who never held on to the large sums of wealth 
that came into his possession. Instead, he quickly passed it along to 
benefit the community, living a simple life. Zakat is a gentle way of 
enforcing this same ethic on the level of the entire society. 


The Political Role of Zakat 


The political role of Zakat in establishing unity is often overlooked. From 
the beginning of Islam, the paying of zakat has been equated with the 
legitimacy of a government- to pay the zakat was essentially the same as 
saying that you considered the ruler to be the rightful ruler. 


Looking at the five pillars of Islam, we see clearly that each pillar 
contributes to the unity of the community in powerful ways. The issues of 
money, in this day and age especially, however, tend to be among the 
most neglected- probably because they are also the most politicized. 


In my first political science class, the professor made a simple and clear 
point which stays with me to this day: “If you want to understand power, 
follow the money.” 


This kind of analysis yields an incredible result when we look at the 
difference between the flow of zakah at the time of Abu Bakr, the first 
Caliph of the Islamic empire, radhi Allahu anhu, and our present situation. 


In the time of Abu Bakr, radhi Allahu anhu, there was no question that 
zakah could only be paid to Abu Bakr or a representative of Abu Bakr. 
The rejection of this precept led to a civil war which, in spite of many 
challenges, came out decisively in Abu Bakr's favor by the mercy and 
grace of Allah almighty. While this war has unpleasant and grisly details, 
there is no question that the tremendous contribution of Islamic 
civilization that we benefit from today would have been impossible if the 
unified Caliphate had broken up at this time. 


By contrast, in our present era, we have an array of dozens of states and 
hundreds or even thousands of organizations collecting the zakah and 
disposing with it as they see fit. Many individuals simply decide to take 
zakah completely into their own hands, and distribute it personally as 
they best see fit. Zakat is no longer implemented on the level of the 
whole society. 


Again, to understand the power, follow the money. 


Today, there is very little focus of power within the Muslim community, 
and this is not by accident. Most of the states in Muslim majority areas 
were carved out by colonial powers who were very much aware of the 
possibility of their subjects rising up against their unpopular rule. As such, 
they designed administrative structures and boundaries in a such a way 


that it would be difficult, if not impossible, for the occupied territories to 
unite against them. One of the first rules of warfare is "divide and 
conguer." 


This is a clever policy beyond obvious military reasons. By establishing 
distinct identities, Muslim countries are played off against each other, 
fighting each other over strategic territory and natural resources. It is 
easy to induce this strife by offering power to factions within these 
countries. 


Take, for example, the partitioning of Kuwait from Iraq. It was clear that 
by making Kuwait separate from Irag, it would be possible to offer the 
Kuwaitis more wealth than would be the case if they were Iragis, since 
Kuwait had a higher concentration of natural resources proportional to 
population than a unified Irag. Once these divisions are established, they 
maintain themselves as those who have been placed in power seek to 
stay in power. 


Ultimately, though, it is not only monetary wealth that counts. While one 
region may be able to enrich itself monetarily through isolation from other 
Muslim nations, this undermines our long term wealth, and leads to 
conflicts which end up consuming much of this wealth anyway, as in the 
example of the Iraq-Kuwait war, which has very expensive repercussions 
until today. 


The use of economic means is an essential element of inter-state conflict. 
Sun Tzu, in his treatise “The Art of War,” stated that the best victory is the 
one in which the enemy is not at all engaged in combat. The biography of 
the Prophet Mohammed, sal Allahu alaihi wa salm, shows that this was 
consistently his aim as a leader, and was often accomplished brilliantly. 


A careful reading of the seerah, or biography of the Prophet, sal Allahu 
alaihi wa salam, will leave the reader marveling at the feints, 
counterbalances, and stratagems that played out like the moves of a 
master chess player, neutralizing threats while constantly minimizing 
bloodshed. Unfortunately, subsequent generations of Muslims have not 
always been able to embody such tact and skill, may Allah have mercy 
on us. 


The idea of more unity among Muslims is in itself a good idea, for all of 
humanity. Unfortunately, trying to use sheer brute force and killing to 


accomplish this aim would appear to be a departure from the Prophetic 
methodology. 


But if we are not to accomplish the aim of unity with violence, how can we 
work towards this goal? Another aspect that is clear when looking at the 
seerah is that economic concerns were always a consideration. The goal 
was never killing the enemy- it was about securing the safety and the 
prosperity of the Muslims. 


There is no doubt, if we derive lessons from the seerah, that utilizing 
economic measures is one of the main means of protecting the 
community of Muslims and implementing the command of Allah. 


Economic measures can be used to achieve policy goals without the use 
of violence, so Bitcoin and blockchain technology are a big opportunity. 
Possibly for the first time in history, we may have the possibility to 
achieve economic unity without first achieving political unity, and this 
economic unity could in turn contribute to the establishment of political 
unity. The transfer of value via the internet allows for flows of capital to 
take place in a way that would never have been possible in the past. For 
example, the possibility for an individual in Tanzania to transfer $0.50 of 
value to someone in Indonesia, instantly, would have been unthinkable 
10 years ago. 


What this means is that an entirely new landscape is opening up, a new 
frontier of possibilities. This has turned into a full fledged digital gold rush, 
with a range of players entering the blockchain and cryptocurrency space 
and staking digital claims. 


Common Interest as a Path to Unity 


After a shared identity, one of the most significant factors contributing to 
unity is common interest. That means that we understand not only in a 
spiritual sense, but in material sense that what is good for another 
member of the community is also good for ourselves. 


Money is one of the major factors that connects us to our nations- the 
wellbeing of the nation translates directly to the wellbeing of the people 
living in the nation. National currencies usually depict national symbols 
for precisely this reason. But the boundaries of the nation are becoming 
increasingly irrelevant as globalization churns on. At the same time, 


although we may hardly be aware of it, new borders are being 
negotiated. 


A cryptocurrency is not just a technology- it’s a form of social 
organization. This form of social organization makes apparent the fact 
that the value of money is internal to each of us, and that we can pool 
this energy together into networks with tremendous effect. 


Bitcoin, for example, is not composed of computers forming a network- in 
reality, it is a network composed of the people behind the computers, all 
directing their energy into the maintenance of the network. 


Bitcoin itself is heavily influenced by libertarian thinking, which 
emphasizes the role of self-interest in organizing and directing economic 
activity for the benefit of society. Self-interest is indeed the most powerful 
motivator for human beings, but many economists have gone wrong in 
assuming that human beings will always behave rationally in their own 
self interest. 


Bitcoin's success is based not only on self-interest, but also belief; both 
profit driven actors and and those who believe in its potential to be a 
catalyst for positive change have been essential to Bitcoin's success. 
Bitcoin has brought together people of all imaginable geographic 
locations and ethnic backgrounds, all working toward a common goal: the 
maintenance of the network, and thus the advancement of the ideals 
hard coded into the Bitcoin protocol. 


Can this unifying power be directed to other purposes? | firmly believe 
that it can. If this is the case, then it is a collective obligation on Muslims 
to utilize it for the benefit of the community, and | believe moving towards 
greater unity is one of the most powerful ways to benefit the ummah. We 
could imagine the ummah as a boat with a hole in it. Our current 
charitable efforts are like bailing water out of the boat, while establishing 
economic unity and autonomy is fixing the hole. 


In establishing a common network, the power of people’s self interest can 
be unified, so that it is clearly understood that what is good for other 
members of the network is good for us as well. Bitcoin users understand 
that the more people use Bitcoin, the more valuable is becomes- this is 
the “network effect” which is key to understanding Bitcoin, and will be 
discussed more at length later on. 


Itis this same mutual interest that supports the integrity of families- when 
we need each other, we give to each other. Life in a family is a constant 
process of giving and taking. There is a hadith that illustrates this 
principle concisely: 


A 
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Abu Huraira reported: The Prophet, peace and blessings be upon him, 
said, “Give each other gifts and you will love each other.” “ 


When we cease to need each other and stop giving to each other, then 
the love begins to fade. In a sense, using an economic network is a way 
of giving our energy to a network and to everyone who uses it, and every 
currency- the dollar, the pound, or Bitcoin- is an economic network. 


It's time we start considering who we are giving our energy to when we 
use a currency. The basis of all of these currencies is trust, and trust 
means that the potential for betrayal exists. Our trust has indeed been 
abused in the case of modern currencies, so it’s time we start giving to 
and trusting people (or programs) who deserve it. 


Trust is also the essential element of any bond or connection, so if we 
want to achieve the unity of our community, we need to build trust among 
ourselves. And Bitcoin, more than just a technological breakthrough, is a 
great leap in the ability of people who have never met before to trust 
each other. 


Chapter 3: The Importance of Trust 
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Abu Huraira reported: The Messenger of Allah, peace and blessings be 
upon him, said, “Years of treachery will come over people in which 
liars are believed and the truthful are denied, the deceitful are 
trusted and the trustworthy are considered traitors, and the al- 
Ruwaybadah will deliver speeches.” lt was said, “Who are the al- 
Ruwaybadah”” The Prophet said, “Petty men with authority over the 
common people.” 


We live in a time where incredibly complex systems of categorization and 
analysis are being implemented to determine who can be trusted with 
money and who can't. With algorithmic lending on the rise, behavior can 
be misinterpreted by artificial intelligence, barring trustworthy people from 
being able to get credit, while corporate executives with the highest 
possible credit scores are robbing millions of people blind. 


Enron and Bernie Madoff are just a couple of examples where people 
with impeccable credit ratings turned out to be liars and thieves- and 
there are surely many more who have gotten away with it. 


There are now credit rating agencies that rate entire countries, and these 
agencies have amassed so much power that they can destroy the wealth 
of entire nations with a few strokes on a keyboard. 


This illustrates an important fact; the real value of money is in trust. Trust, 


in turn, boils down to expectations. 


People love gold. They think it's beautiful, but more importantly, they think 
that if they ever want to sell it, they will be able to. They trust that there is 
a high probability that tomorrow, people will still want gold. This desire, 
and the consistency of this desire, establishes and maintains the value of 
gold. You may not have a lot of faith in a person's loyalty, but you can 
have faith in a person's desire for gold. 


The lack of trust may be, after the lack of unity, the biggest problem 
facing the Muslim ummah. Yet, the issue of the lack of unity and the lack 
of trust are intimately linked. 


Mounting any form of complex organization requires trust. Employees in 
a company must be able to trust that their wages will be paid. Soldiers in 
an army must trust that their commanders and comrades will not flee 
when a battle becomes difficult. Likewise, a nation must be built on trust 
that the members of the nation are working towards the same aim. 


Trust is the glue that makes unity possible. And it is trust that has made 
Bitcoin such a huge success. Not trust in people, however. Trust in the 
protocol. 


As described in Chapter 1, the purpose of Bitcoin is essentially to 
maintain a document where, when we record that something has 
happened, everyone around the world can be sure that it really did 
happen. It is a technological breakthrough that allows anyone, anywhere, 
to trust anyone else has what they say they have and did what they say 
they did. 


Lack of trust makes it impossible to do business. With no security, no one 
will invest, because they know that someone can just come along and 
steal their work. If a currency is likely to lose its value, no one will have 
confidence in it, and they’re likely to try to get rid of it in favor of some 
other store of wealth. 


So far, | have only talked about blockchains storing monetary value- and 
this is the best and only thoroughly proven use of a blockchain. A 
blockchain, can, however, be used to store any kind of data. Ethereum, 
the second most popular blockchain in the world at the time of writing, 
rose to prominence by offering a blockchain that can store and run 


contracts and programs. 


This means that more information can be documented than simply who 
has what and who sent what to who- we can also record who agreed to 
what, and what the outcome of the agreement was. 


The Predicament of Trust in the Muslim World 


As anyone who has done business in Muslim countries can attest, it can 
be very difficult to find trustworthy people. This is very frustrating for 
those of who are dedicated to the religion of Islam- we often labor on 
behalf of the religion we love, only to find that many times Christians or 
people of other religions better embody the principles of Islam than our 
own fellow Muslims. 


Given the lack of cohesive identity, this is no surprise. If we don't really 
view ourselves as being part of the same community, or if we don't really 
gain much obvious benefit from that community, what is the real incentive 
to behave honestly with each other? Of course, we know on some level 
that we are accountable to Allah, but with our faith so degraded it is hard 
to remember this and put it into action. 


Nonetheless, there are occasional gems among the Muslim community, 
and when you meet them they shine exceptionally bright, and can make 
up for all of the bad experiences. 


To be fair, dishonesty is generally more prevalent in less affluent 
societies, and Muslim countries, on average, are more likely to be less 
affluent as many are racked with economic problems resulting from 
colonialism and host of other maladies that can’t be blamed so easily on 
others. Hard times are the real test of a person's integrity, so it’s not 
surprising that we generally meet with more integrity when doing 
business in Europe and the United States than is the case in Africa or 
South Asia, for example. 


This is no excuse, but rather more evidence pointing toward the 
conclusion that the economic well-being of a country is fundamental on 
many levels to the overall well-being- including the spiritual. 


It should not be forgotten, however, that well-being has more to do with 
justice than the overall level of wealth- Muslim countries also generally 


rank much higher on the inequality index”. If people are living on roughly 
the same level, whether their material standard of living is high or low, 
you won't find people as desperate to get money at any cost. This is 
simply because when you constantly have your inferiority rubbed in your 
face, it makes you feel really bad, and like you have to get money 
somehow to save face. 


The same situation that applies to the Muslim ummah as a whole also 
applies to families. When connections within the family are strong, 
partnerships and business are more likely to take place within the family. 
When relationships are constantly reinforced and members of a family 
depend on each other, it simply doesn't make sense to cheat each other, 
because it is clear that you are just cheating yourself. 


This is in fact, always the case, but when the person someone is 
cheating is less closely related, the consequences seem further off and 
are easier to ignore. This is one of the reasons that Islam emphasizes 
maintaining family ties- when people are of the same lineage, it is much 
easier to see our common interest. 


Until recently, the family has been at the heart of economic organization, 
and this state of affairs has only really begun to change in the last few 
centuries, with the advent of the modern state. Since there is a relative 
abundance of wealth in many places as a result of unsustainable 
exploitation of non-renewable natural resources, the prospect of a family 
disintegrating is no longer a potential threat to survival. As a 
consequence, betrayal within a family has become more acceptable, and 
trust is breaking down even inside of families. 


Of course, it could also be argued that in the past, faith and principles 
were simply stronger, and that this motivated people to be more 
trustworthy. But it seems that the wealthier people become, the more 
they tend to regard themselves as self-sufficient. As a result, they rely 
less on Allah for help, and have a tendency to forget Allah. This may be 
part of the meaning of this hadith: 
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The Prophet, sal Allahu alaihi wa salam, said, "I looked into 
Paradise and found that the majority of its dwellers were the poor 
people, and | looked into the (Hell) Fire and found that the majority 
of its dwellers were women." 


Another issue is that the exploding population also makes it easier to 
cheat in some ways. Since communities are not as tightly connected as 
they once were, it is possible for dishonest people to find new victims for 
their dishonest behavior, who are not aware of the dishonest person’s 
history- and the rise of the internet has amplified this issue. 


Not all situations where people lose out in business dealings are due to 
dishonesty- it may also be due to incompetence on the part of one or 
more parties involved in a deal or an undertaking. But situations like 
these always leave the person who loses out feeling as if they have been 
taken advantage of, and less willing to help or work together with others 
in the future. 


This could very well mean that the next time a competent and honorable 
person comes and wishes to enter into some kind of business dealing, 
that they will be rejected based on the fear that it could be a repeat of the 
previous bad experience. 


On the level of the whole society, this degradation of trust leads to a 
vicious cycle. People are more likely to cheat or fail in an undertaking due 
to lack of support for their venture stemming from lack of trust. This 
failure in turn results in unwillingness on the part of investors to support 
ventures, which then results in less likelihood of ventures to succeed. 


So how to break this vicious cycle? It surely requires building trust, so the 
question is, can trust be built using a blockchain in the same way that 
Bitcoin was able to enable trust inside of a worldwide payment network? 


In the case of Bitcoin, we have a worldwide payment address, where we 
can know with certainty every transaction that has ever taken place. With 
the introduction of Ethereum, we can also have contracts saved on this 

blockchain, and see clearly exactly what kinds of deals have been made, 


and who has made them. 


This clearly has the potential to help in identifying trustworthy people- we 
can simply see which addresses on the blockchain have fulfilled their 
contractual obligations, and we can be sure that this information is 
authentic. 


Trustworthy people do exist, but finding them and bringing them together 
is a problem that is very much worth solving. A network of trustworthy 
and honest Muslims could well be the basis of a revival of the economic 
and political unity of the ummah. 


Even if trustworthy people are few and far between, it is theoretically 
possible to use a distributed ledger like a blockchain to sift through the 
masses of less honest or less competent people in order to find high 
value individuals. Also, with the technology currently available, national 
boundaries and language barriers are less of an issue than ever before. 


We also have the possibility to observe the behavior of individuals 
involved in much smaller international contracts than would have been 
possible before the advent of Bitcoin. For example, ten years ago, it 
would have been absolutely unthinkable to contract an escrow company 
to hold funds for an international deal worth $50. Now it's easy. 


This is one way trust can be built with cryptocurrency. Funds are sent to 
an address, and can only be released when 2 or more parties agree that 
the funds be sent. With a blockchain, the private key, or password that 
allows sending funds is called a “signature.” This type of address is called 
a “multi-signature address.” lt requires everyone listed on the address to 
sign it before the funds can be released. Escrow itself is a large industry 
that serves to facilitate business deals by establishing trust. The advent 
of cryptocurrency makes this service accessible to anyone. 


Using Data to Crowdsource a Nation 


Now that we have the possibility for people in different countries to use 
tools like these to enter into deals with each other, they can build 
productive relationships and trust. Furthermore, the fact that deals really 
happened can be displayed to the entire world. These data can be 
analyzed to aid in discovering trustworthy individuals. 


For example, one up and coming financial technology company has been 


having great success lending in countries like the Philippines and 
Colombia with an algorithmic approach. Purely by analyzing cell phone 
activity and social media, they have been able to achieve up to a 98% 


loan repayment rate." This is a higher success rate than in most 
industrialized countries, and this is in spite of the fact that markets like 
the Philippines or Colombia are generally considered as high risk lending 
markets. 


Part of the reason this approach works is because it is combined with a 
social lending approach. In order to receive a loan, someone must be 
part of a group of at least five people. All of the group members would be 
negatively impacted by non-payment, and it seems that peer pressure 
works wonders. 


The group members provide data which can be used to screen 
candidate. There is a lot you can tell about someone by analyzing their 
phone activity and contacts, and by triangulating these data with data 
from their broader social circle, this conclusions drawn can be even more 
precise. 


As the old saying goes, “Tell me who your friends are, and I'll tell you who 
you are.” 


The success of this social lending approach contains a lesson. We are 
much more likely to behave well if our immediate social circle will face 
negative consequences from our misbehavior. 


Blockchains have the potential to enable the formation of communities 
that are not constrained by geographic location. Even if you live in a slum 
in Sao Paolo, you can still connect with like minded people in Switzerland 
or Singapore and have financial dealings of any volume with them. Even 
if you don’t know a single trustworthy person locally with whom to enter 
into a business venture, you can search from a much bigger pool. 


In a way, a cryptocurrency network is a virtual community, a financial 
world open to anyone. Collectively, these networks form a new landscape 
or another layer of reality. 


This is the beginning of an era of borderless finance. 


By being freed from the limitations of the old financial system, we have a 


much broader range of potential choices when it comes to choosing who 
we do business with. If we can find and network trustworthy individuals, it 
can facilitate the formation of large, trusted networks on a scale never 
before possible. 


Itis of great importance that we wake up to this opportunity and seize it 
before it passes us by. Trustis what fundamentally underlies all 
collaborative value propositions, and trust is the fundamental stuff out of 
which money is made. In other words, if you can create a machine that 
generates trust, you can create a machine that generates money. If you 
make a cryptographic token that consistently and reliably represents that 
value, you’re in the business of making money. 


Cryptocurrency is about more than just making money, though. The 
longer you observe the cryptocurrency community, the more clearly you 
see that the real heart of the community and its brightest minds are not in 
it for the money. The highest value individuals in the Bitcoin community 
are without question in it because they truly believe in it, and truly believe 
that it will change the world for the better. 


There is considerable overlap between the beliefs of many of the core 
supporters of Bitcoin and Islamic beliefs- | go more into detail on this 
topic in Chapter 9. The important thing to realize, though, is that more 
than simply being a payment network, a store of wealth, or a currency, 
Bitcoin’s code carries the values and beliefs of the individuals who 
created and developed it. It is the foundation of an economic system, 
and, like any economic system it embodies the values of its participants. 


The real opportunity here for the Muslim ummah is the formation of a 
transnational economic and monetary community based on our shared 
beliefs, identity, and history. If we can take something local, like the 
knowledge that a community has about the personal integrity of an 
individual, and make it global, by securely representing it on an 
immutable ledger like a blockchain, then we will have accomplished a 
huge step towards the formation of a united community linked by trust 
and mutual interest. 


Chapter 4: Money as a Service and the 
Past and Future of the Nation-State 


“Itis well enough that people of the nation do not understand our banking 
and monetary system, for if they did, | believe there would be a revolution 
before tomorrow morning.” 


-Henry Ford 


Money, when you get down to it, is a service. Instead of a farmer needing 
to trade apples directly for bananas at a market, money and markets help 
represent value and smooth the flow of trade. Someone has to provide 
this service, and this, like any service, has value. As with most services, 
the service providers also have opportunities to abuse their position as a 
service provider. 


Anyone who has played the board game “Monopoly” as a child knows 
that there is real opportunity for the banker to misuse their privilege and 
cheat. In the real world, this abuse has taken the form of alliances 
between central banks and governments. 


The beginning of the history of central banks is often traced back to the 
foundation of the Bank of England, which was built on the foundation of a 
former Roman temple dedicated to Mithras, the Roman god of contracts. 


It was the first time in known history that a government granted a private 
bank the exclusive power to control the issue of a currency. This was a 
matter of survival for England- at this time, England’s colonies were few 
and relatively unproductive, and they had just lost a major war to the 
French. The establishment of the Bank of England proved to be a marvel 
of monetary innovation which harnessed the productivity of the British 
Isles and England’s colonies to transform England into the predominant 
commercial, naval, and cultural power of the world. 


The famous author Daniel Defoe, viewed the Bank of England’s 
relationship with state favorably, writing: 


“It has been useful to the government and profitable to the proprietors; 
and establishing it at such a juncture, when our enemies were making 


great boasts of our poverty and want, was a particular glory to our nation 
and the city in particular.” 


The British journalist William Cobbett, however, had a more critical take 
on it: 


"| set to work to read the Act of Parliament by which the Bank of England 
was created in 1694. The inventors knew well what they were about. 
Their design was to mortgage by degrees the whole of the country, all the 
lands, all the houses, and all other property, and even all labor, to those 
who would lend their money to the State- the scheme, the crafty, the 
cunning, the deep scheme has produced what the world never saw 
before- starvation in the midst of plenty.” 


In any case, this symbiosis between the central bank and the state was 
so successful, that every other nation on earth ultimately had to follow 
suit in order to compete. European historians have labelled the past three 
centuries with many descriptions; “the Age of Exploration”, the 
“Enlightenment,” or the “Industrial Revolution.” The institution of central 
banks has had such a profound effect on the structure of society, it may 
be more accurate to describe the era that began with the establishment 
of the Bank of England, and continuing until the present day, as “the Age 
of Central Banks.” 


And now, this age is finally coming to an end, and we are entering into an 
era where central banks are losing their monopoly on money- the age of 
Bitcoin. 


The End of the State? 


Globalization has been putting pressure on the state as the main 
organizing principle of the world for some time, and technological 
development appears to be accelerating this process. 


Many have suggested that cryptocurrency could be the end of the 
institution of the nation-state. This should be viewed favorably by 
Muslims, since the structure of the nation-state system is currently quite 
unfavorable to us- as mentioned in chapter 2, many Muslim states have 
intentionally been formed as small, weak nations. 


Can’t We All Just Be Like Europe? 


There are many reasons why the Muslim lands being chopped up into 
chunks is a problem. It's not only because of systemic weakness that 
comes with division, it also has to do with what the Muslim countries were 
turned into. They were turned into states modeled after the European 
experience. 


States and borders developed organically over a period of centuries in 
Europe, but when the European model of nation-states was exported to 
the rest of the world, borders were often set up haphazardly and 
according to colonial interests. As a result, the political structures and 
boundaries in Muslim countries do not match the social realities, and this 
disconnect is a constant source of friction. 


Take, for example, Iraq. The rise of the Islamic state group was fuelled by 
the bitter hatred between the Shia and Sunni populations, who were 
forced into an artificial state together as a result of British influence. 


Although the rise of central banks and modern states happened in 
parallel, it is beyond the scope of this book to assess if there is a causal 
link in the correlation between the two. If there is, it would mean that a full 
functioning, modern state would be impossible without the presence of 
interest, so it is a topic that deserves research. 


Because of the present material success of European states, many 
people have been duped into thinking this organizational model should 
be imitated. But the presence of interest as a fundamental component of 
the system is not the only reason Muslims should be against adopting the 
institutions of the modern nation-state in the European tradition. 


A consideration that is rarely looked at when trying to explain the success 
of European nation-states is the sheer amount of violence involved in 
establishing and maintaining these states. For centuries, even slight 
dissent was punished by public torture, execution, or exile, homogenizing 
the population and establishing patterns of obedience to the state which 
allow for a strong national identity that erases tribal identities and 
extended families as political and economic units. 


For example, the creation of France involved many brutal war against 
local regional groups like the Bretons or the Burgundians. Once France 
consolidated power locally, they turned their violence to places like Africa, 
Indochina, and the Caribbean. The British have a similar experience with 


their cruel repression of the Welsh, Scottish, and Irish, which amounted 
to genocide, then repeating this pattern in places like India, North 
America, and Australia. 


If we look at the European experience, it is clear that there is no 
exception to this rule- the establishment of a successful nation-state 
requires a lot of violence. It's no surprise, then, that recently established 
nation-states now experience high levels of violence compared to more 
established nation-states, where violence is at a maintenance level. A 
good metaphor is clearing a forest versus mowing a lawn- mowing a lawn 
is also an act of violence, but the amount of violence required for clearing 
a forest is far greater. 


Some historians regard this violence as a necessary phase on the path to 
maturity. Many have spoken about the need for Muslims to have “their 
Reformation.” It is natural, that Europeans compare bloody theological 
conflicts elsewhere in the world to their own history. The Protestant 
reformation all but abolished the church as the main organizing political 
force in Europe, and the institutions of the Church that remained were 
absorbed into the new nation-state model, so many think that Muslims 
must follow a similar trajectory in order to reach the level of development 
of Europe. 


This story also fits nicely with the European tradition of justifying 
exploitation of other countries by describing them as inferior. The first 
wave of this moral justification was conquering and looting the resources 
of a people on the pretext of bringing them salvation in the form of 
Christianity. As Christianity went out of fashion, this form of salvation was 
replaced by salvation by means of science, medical technology, and 
"human rights." It was a new belief system, and a new set of rituals- an 
updated and modified Christianity, but it still allowed for justifying military 
and economic exploitation of other countries on the pretext of helping 
bring “civilization.” The latest incarnation uses the term "development." 


What this story misses, is the fact that it was only by conquering and 
looting other countries that Europe was able to develop their science and 
human rights in the first place. And this same conquering and looting is 
also the reason that many countries find themselves now in a condition 
where science and rights are limited. 


This “development,” in other words, is a Zero-sum game. 


In reality, European culture's original superiority was only in terms of their 
effectiveness in violence and willingness to commit acts of cruelty. This is 
the origin of the wealth and culture enjoyed by European peoples today, 
from North America, South Africa and Australia, to the ancestral 
homelands of Western Europe. 


The consequences of trying to impose the European experience 
elsewhere in the world are clear to see, and they are not so different from 
the course of “development” that Europe underwent- war, extreme 
cruelty, and injustice, culminating in a system that depends on having an 
underclass of poorer countries that are used for extraction of natural 
resources and as export markets for frivolous luxury products which are 
depicted, by means of educational systems imposed on the colonies, as 
necessities. 


Christian Roots of the Modern State 


There are more reasons that Muslims should be suspicious of modern 
institutions of the state, and why we should be working towards reducing 
some of the functions of the modern state. 


On the spiritual level, it is important to understand that the structures and 
institutions of the modern nation-state were direct descendants of the 
medieval Catholic church, and that the very structure of these institutions 


is influenced by Christian ritual." For example, the European school 
system began with preachers teaching the children sitting in rows on 
benches in churches, which gradually turned into the rows of desks in the 
classroom. Or the robes worn in graduation ceremonies today, which 
were originally the robes worn by priests in ceremonies of ordainment. 


Another example is the now near-universal recognition of the cross as a 
symbol of medicine in hospitals around the world. The crescent symbol 
simply Islamizes a Christian tradition- in other words, imitation. 
Incidentally, the crescent is also a pagan symbol which was introduced 
by way of Turkic tribes that worshipped the moon as a deity, and as such 


is thoroughly un-Islamic. 


It's hard to say to what extent Christian belief influenced the values, 
ritual, and procedures of the institutions that make up the modern state, 


but no doubt it was a major influence. While the structure of a classroom 
or a symbol on a hospital might seem like minor things, the subconscious 
associations that are created by these symbols have a major impact, 
especially over the course of generations. 


Of course, none of this should come as a surprise. There are numerous 
clear exhortations in the traditions of the Prophet Mohammed, peace and 
blessings of Allah be upon him, that advise against following the same 
path of the Christians: 
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It was narrated from Abu Sa’eed al-Khudri (may Allaah be pleased with 
him) that the Prophet (peace and blessings of Allaah be upon him) said: 
“You will certainly follow the ways of those who came before you 
hand span by hand span, cubit by cubit, to the extent that if they 
entered the hole of a lizard, you will enter it too.” We said: “O 
Messenger of Allaah, (do you mean) the Jews and the Christians?” He 


. 19 
said: “Who else?” 


Scholars have explained that this hadith relates specifically to matters of 
worship. This means there is nothing wrong from learning from people of 
other religions; rather it is an emphasis on the importance of maintaining 
a distinct identity and most importantly keeping our rituals and traditions 
intact when it comes to worship. 
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The trouble with this is that worship in Islam is much broader than in 
other belief systems- at the perfection of Islam, even the smallest action 
becomes an act of worship. In the modern era, the doctrine of secularism 
contends that all spiritual consciousness must be relegated to the private 
sphere, and that it has no place in politics. Although many Muslims are 
influenced by this idea, it directly contradicts the core of Islamic belief. 


The pretext for the development of secularism was the notion that having 


religion mixed up in politics would lead to conflict, since people would 
never be able to agree on a given religious interpretation. However, this 
idea is obviously nonsense, since the most severe conflicts in human 
history have been fought in the last hundred years between the secular 
ideologies of capitalism, communism, and fascism, all of which are 
explicitly non-religious movements ostensibly grounded in empirical 
reasoning. 


In reality, these movements have very religious roots, So in a way, 
presenting them as non-religious acts as something of a Trojan horse in 
the Muslim countries. 


The Trojan horse, for those who don't know, is a famous story about a 
trophy that was left as a gift during an ancient war as a tribute from a 
retreating enemy. In reality, the gift contained a host of enemy fighters 
hidden inside of it. We are offered institutions like modern education, 
medicine, and insurance and led to believe that they can bring benefit to 
us, while at their core these systems contain the DNA of European 
history and Christian belief. It is only the lie of secularism that somehow 
makes us think that this blind imitation is not a betrayal to our religion. 


So as far as those elements of the modern nation-state that have their 
roots in the European tradition and are contrary to Islam, we can certainly 
rejoice if globalization is bringing them to an end, and indeed, we should 
do whatever we can to hasten this process. Cryptocurrency may be one 
of the best tools for accomplishing that goal. 


But What’s the Alternative? 


It is more clear every day that the present system of organization is 
simply not working, yet many carry on with it because there is no clear 
alternative available. We don’t even know where to begin, and some, in 
desperation, have resorted to sheer violence as a way out. 


The response to this violence, in keeping with the colonial roots of the 
system, has been to try to bomb the dissidents into oblivion, but this only 
addresses the symptom, while leaving the root cause untouched. In fact, 
this just contributes to perpetuation of senseless violence- a vicious cycle 
that the economies of Europe and America with their lucrative arms 
industries happen to depend on for their prosperity. 


What is needed is an alternate system, and one that does not depend on 
oppression for its very existence. Islam quite elegantly outlines this 
system, and many Muslims are aware of this. The question, however, is 
how to get there. 


Enter Bitcoin 


So why do people think that this system could be upended by 
cryptocurrency, and what would this process look like? Let’s consider the 
importance of currency to modern states. Money acts as a sort of 
command and control system, the central nervous system, as it were, of 
the nation-state. 


The central bank uses the issuance of the currency to adjust interest 
rates, in order to adjust the rate of consumption and savings and affect 
the rate of employment. Employment is probably the single biggest factor 
in a government's ability to stay in power and retain legitimacy. 


The prospect of a superior money that is entirely outside the control of 
the state undermines this control. 


Following is a list of a few of the ways in which cryptocurrency disrupts 
the state. There are still more applications of cryptocurrency that have 
not yet been discovered, so this list is certainly not exhaustive. It can 
help, however, to understand the extent of the impact of this invention 
and how to navigate the changes taking place. 


Less Control Over Capital In/Outflows 


Have you ever gone through customs when entering a country, and been 
asked to declare if you are carrying more than $10,000 worth of cash? 


Particularly in weaker, authoritarian economies, the control over in and 
out flows of capital is a major tool for keeping control over the country. 
Smaller economies with their own currency can fall into heavy inflation 
much more easily than larger economies with more demand for their 
currency. This matter is made worse by Gresham's law, which states that 
that people will naturally gravitate towards a stronger form of currency. 


Gresham's law also spells the doom for major currencies like the dollar 
and assures the rise of Bitcoin. 


Generating Demand for Currency By Requiring Citizens to Use It 


In a way, a currency allows the country to harness the collective power of 
its citizens. By requiring that everyone buy it and transact in it, demand is 
generated for that currency, which gives it value. This value is also 
augmented by the fact that people need that currency in order to pay 
taxes to the government. 


This is a very effective way to force the people to give the government 
credit. That credit has monetary value, and can be used for things like 
police and military forces which can be used to continue to force the 
people using a specific currency. 


While it is likely to be a long time before Bitcoin significantly cuts into the 
demand for central bank currency for paying taxes and everyday 
transactions, growing numbers of people, aware of the losses incurred by 
inflation, are choosing to keep their savings in Bitcoin or other digital 
currencies instead. 


The more this continues, and especially if increasing innovation and 
familiarity with the technology make the use of cryptocurrency for 
everyday payments more viable, at some point itis bound to have an 
effect on the power of paper currency as a tool for harnessing the 
economic force of citizens. 


The government of the United States state of Ohio recently announced 
that it would accept Bitcoin as a form of payment for taxes, signaling that 
governments may recognize their inability to stop this process, and jump 
on board, further accelerating the transition. 


Taxation 


Taxation is usually considered the lifeblood of governments, and the rise 
of cryptocurrency presents major challenges to this paradigm. 


Bitcoin can be stored on a brain wallet, which can consist of a phrase, or 
a string of letters, symbols, and numbers. This means someone can 
memorize a sentence, and that this phrase is the only way to recover the 
money on the address. It makes the prospect of seizing or confiscating 
wealth much more difficult- unlike gold or cash, it can also be sent from 
country to country without the possibility of customs checks or postal 
controls stopping it. This makes cryptocurrency a powerful tool for 
conscientious objectors and taxe evaders alike. 


Bitcoin is completely transparent, but a number of privacy currencies are 
being developed that are not as easily traceable as Bitcoin. Government 
agencies have already begun researching how to track these 


currencies, but in the meantime new generations of cryptocurrencies 
are being developed that implement new technology that is even more 
difficult to track, creating a sort of currency arms race. These newer 
privacy currencies can easily be exchanged anonymously for the more 
widely accepted Bitcoin via decentralized exchanges. 


Monetary Policy Tools 


Orthodox monetary theory recognize three major tools that are used by 
central banks to regulate the economy: reserve requirements, discount 
rates, and open market operations. "Reserve requirements" means that 
they can dictate what percentage of deposits a private bank can loan out, 
which affects the supply of money in circulation. "Discount rates" are the 
interest rates at which the central bank loans to private banks, and "open 
market operations" means that they manipulate the cash reserves of 
banks by buying or selling assets like bonds from private banks. 


All of these tools are based on the assumption that the currency being 
issued by the central bank has an established value. The reason private 
banks are able to create money by means of loans, is because there is 
sufficient demand for that currency. If preference shifts to another 
currency that banks do not have the power to issue, their entire business 
model is ruined, and so is the main mechanism for driving economic 
growth in the world today. 


Legal Function 


Part of the second wave of technological innovation associated with 
Bitcoin is the increasing experimentation with smart contracts. With digital 
money, it is possible to stipulate conditions in immutable contracts stored 
on blockchains that are executed programmatically. 


Traditionally, business contracts have relied on the presence of a 
functioning state and legal system to enforce their conditions. In fact, this 
is one of the reasons people consent to being ruled by states. They 
recognize that there is a clear necessity and benefit to their presence. 


If contracts can be enforced without the presence of a governmental 


authority, that means that the need for the state will decrease, which 
would lead to an accompanying reduction in the willingness of citizens to 
finance it. This subject is discussed at greater length in Chapter 18. 


Censorship 


People used to believe that severe restriction of freedom of expression 
was more common in small, corrupt dictatorships. More recently, social 
media has led to new forms of corporate repression, and censorship has 
become increasingly common in Europe and the United States as well, 
although many in these societies still believe that what little freedom of 
expression is left is somehow an indication of their superiority. 


Wikileaks was one of the first online services that began accepting 
donations via Bitcoin to circumvent attacks by hostile governments. After 
releasing a number of leaked documents illustrating systematic abuses 
by major governments, Wikileaks’ bank account was frozen, prompting 
them to begin accepting Bitcoin donations. This trend is likely to spread 
around the world, as governments’ ability to restrict the funding of such 
organizations weakens. 


Reduced Effectiveness of Sanctions 


Sanctions are one of the major tools used in inter-state conflicts, although 
they are also sometimes leveled against individuals. Iran, North Korea, 
and Venezuela, 3 of the few remaining countries that are not full 
participants in the world central bank club have all been rumored to use 
cryptocurrency to reduce the effect of sanctions. 


The overall relevance of states depends on their ability to exert power, 
and this is one more areas where that power will be curtailed. 


Less Ability To Regulate Financial and Drug Markets 


Another implementation of distributed ledger technology is the issuance 
of digital ownership tokens, which can be used in a number of ways, 
including representing securities like stocks, bonds, gold, real estate, or 
other assets. 


This is accomplished by creating tokens of a fixed quantity whose 
ownership is legally linked to a certain asset. 


If 10,000 digital tokens are issued and tied to a house by legal means, 


you can purchase 1/10,000th of a house by purchasing this token. Also, 
rent can from the house can then be distributed equally among the 
owners of the tokens, according to their share of ownership. 


This is especially significant when it comes to investing in companies. In 
the United States, many of the most lucrative investments are restricted 
to “accredited investors.” Being an accredited investor essentially means 
that you are already rich. This is ostensibly meant to protect the 
uneducated from making bad decisions and losing money, because when 
they do, they often run crying and screaming to the government. These 
regulations are criticized by many, however, for giving an unfair 
advantage to the rich. 


Cryptocurrency allows a level of the regulation to be handed over to 
protocols. If an asset like an ownership share is issued with a limited 
quantity, it cannot be diluted or faked. Some companies are already 
buying shares in protected investments via shell companies, and offering 
ownership in those shares to the general public for a premium via 
cryptocurrency tokens, thus using a clever workaround to render 
government regulations ineffective. 


This is a major change if we consider that there may be a lot of corruption 
happening behind the scenes. For example, government regulation can 
have a huge impact on certain asset prices- the price of Bitcoin recently 
crashed sharply when a proposal for a Bitcoin exchange traded fund 
(ETF) was rejected. If anyone in the office knew about the decision 
before it was announced, they could have sold Bitcoin short and made a 
fortune. 


This would be insider trading and highly illegal, but looking at the history 
of fraud and nepotism by individuals inside governments it would be very 
naive to believe that these things are not happening. This reinforces a 
"good ol’ boys" network of sorts, where there is a partnership between 
those with powerful positions in government and wealthy individuals- the 
rich help to keep the politicians in power, and the politicians help to keep 
the rich, well, rich. With a decline in the ability of the government to 
influence markets, anyone who might be profiting from these sort of 
dealings is likely to lose a major source of their power. 


The Food and Drug Administration (FDA) is the US agency responsible 


for approving drugs is another agency where such moral hazard 
abounds. Approval of a drug can also have a major effects on the share 
price of a pharmaceutical company. Again, it would be naive to believe 
that there are not some illicit deals happening between regulators and 
corporations in the pharmaceutical industry. 


One of the well publicized effects of Bitcoin has been the rise of 
marketplaces on the dark web. While these marketplaces are mainly 
known for the sale of drugs like cannabis and heroin, there are also many 
merchants that sell generic versions of therapeutic drugs that are 
protected under intellectual property laws in the United States. One 
extreme example is the treatment for Hepatitis C, which costs as much 
as $80,000 in the United States, but can be found in generic forms for 
less than $1,000 in countries like Brazil or India. 


These kind of opportunities will not be ignored by black market 
entrepreneurs, and they are sure to cut into some lucrative behind-the- 
scenes deals involving government officials. The fat campaign donations 
by major corporations in the United States are actually investments, and 
they may become significantly less profitable in coming years. 


Favorable Jurisdictions 


As the use of cryptocurrencies increases, there is no doubt that more and 
more governments will seek to leverage and maintain their position by 
offering their own cryptocurrencies. This is because the advantages in 
terms of lower fees and ease of doing business internationally are huge, 
beyond the benefit of giving people the option to opt out of inflation while 
still keeping their money liquid. 


Small states are also in a major position to gain- the examples of 
Singapore and Hong Kong stand out. These city states have become 
magnets for innovators due to openness and ease of doing business. 
Dozens of blockchain startups are now based in these jurisdictions, and 
large amounts of capital are flowing in as a result. 


The historical example of Venice or Holland comes to mind- both of these 
nations established powerful maritime empires based on trade, despite 
their small initial size. Especially interesting for this discussion is the fact 
that Venice was one of the only European powers that resisted the 
temptation to debase its currency. 


Debasing a currency is a process whereby the value of a coin is 
degraded by mixing other lower value metals in with gold or silver coins. 
This would give coin issuers a little bit of a bonus before people realized 
the quality of the coins was going down- in other words, before the 
people realized that they were being scammed. This has often been 
observed as the predecessor of the theft carried out by means of 
inflation. 


Venice never gave in to this temptation- what you saw was what you got. 
The confidence that a stable currency brought facilitated the efficiency of 
trade. It's much easier to buy and sell when you don't have to scrutinize 
every single coin. 


We are likely to see in coming years the introduction of a number of 
inflationary cryptocurrencies by nation-states, but most of these 
Currencies are unlikely to be able to compete with Bitcoin and other 
deflationary cryptocurrencies. This is because governments are likely to 
build inflation and other control mechanisms into their currencies. As 
such, state cryptocurrencies will provide little or no protection from the 
corruption and incompetence Bitcoin is designed to combat. People will 
instead opt for more genuinely decentralized currencies which will better 
hold their value, even if governments try to force the people to use a 
specific currency. 


This is set to be a protracted struggle. 
Sink or Swim 


The present system depends on continuous economic growth, so it won't 
take catastrophic loss of revenue to cause a collapse. Debt levels in 
many countries have become completely unsustainable, resulting in 
serious systemic fragility. Even minor contractions could send shock 
waves rippling through the system, resulting in default on debt payments 
which are countered with expansionary monetary policy. In this scenario, 
the increasing availability of (and preference for) deflationary currency is 
not a minor event. 


The introduction of this technology will be a sink or swim moment for 
states- either they go with the flow and try to offer their variant on the 
technology or even join active networks by declaring them to be legal 


tender, or they lag behind and resist, and watch their policy tools lose 
effectiveness and revenue streams dry up. While cryptocurrency may 
decrease the influence of states in general, it also has the potential to 
increase the influence of some states- if they make the right choices. 


States will have the opportunity to bring in large amounts of capital in by 
offering amnesty to tax evaders with huge cryptocurrency fortunes from 
other countries. At the same time, this will likely increase tension as 
certain countries wish to extradite their citizens to extract taxes they view 
to be rightly theirs. 


To bring this back to the micro level, let's consider the phenomenon of 
the digital nomad. This trend is increasingly common among young 
professionals as more and more work is done purely online- location no 
longer matters as much as it once did. People can do web design, 
freelance writing, accounting, programming, and even manage teams 
remotely, and services like these make up a steadily growing portion of 
the world economy. The flexibility of online work allows more freedom in 
seeking out the most favorable jurisdictions. 


Estonia's e-residency program is probably a good sign of what is to 
come. For a fee, entrepreneurs can establish a company and be granted 
residency in Estonia, giving them the ability to open a bank account and 
run an online business that is officially registered inside the EU in a 
competitive tax environment, all without needing to physically be in 
Estonia. These kinds of impacts on the labor market are discussed more 
at length in Chapter 8. 


The winners of this coming shakeup will likely be those who pursue these 
kinds of strategies. 


Science fiction imagined space as the final frontier, but it appears that the 
latest frontier is a social dimension that is becoming manifest in the 
collective landscape of the internet. Policies like the e-residency program 
show the prescience to start reaching out and staking a claim in this 
virtual dimension. This kind of outreach will be even more important when 
it comes to money as a participatory collective institution. 


Money as a Service 


We are now witnessing an end to the era of being obligated to use a 


given currency. Money is becoming a service that people can voluntarily 
choose, which brings competition into the market after a long period of 
artificial monopoly. Just as in the beginning of the modern currency 
system, anyone is free to create a currency, and people are free to trust 
them and transact in them- or not. 


Now, rather than simply being forced to use a certain currency, 
consumers can ask “What's in it for me?” 


Whoever can offer the best answer to that question stands to reap 
serious rewards. 


Of course, the best answer may be different for different people- 
ultimately, the most important things people are looking for with money 
are being able to use it to fulfill their basic needs, and secondly not being 
cheated simply by because they store wealth in the currency. 


So far, Bitcoin’s popularity has been based on excellent performance on 
the 2nd point, while the 1st point is better fulfilled by the established fiat 
solutions. 


To be fair to the bankers, they have offered the service of stabilizing the 
currency by managing the availability of credit via interest rates. This can 
also harness greater productivity, because it allows convincing workers 
that they are earning more than they actually are. This artificial wealth 
leads to everything getting more expensive, however, which in turn 
results in people doing more and more things they don't want to do for 
money, and also contributes to the high levels of stress and mental 
illness that affect many in industrial or post-industrial societies. 


This problem is not very widely known or understood, so there are very 
few cryptocurrency advocates who advocate cryptocurrency on this 
basis. For most, the issue of inflation as a form of theft is the primary 
grievance. Whatever benefits are gained by having centralized managers 
maintaining the currency and using it to drive economic growth are seen 
as being outweighed by the fact that the ordinary users of the currency 
are being cheated. 


All of this is not easy to grasp for most people, and even if they realize it 
and care, making the transition requires taking risks and making 
sacrifices. This is why most people still use the widely available paper 


money. 


However, when a vastly superior technology is introduced, itis only a 
matter of time until it takes over. The infrastructure is scrambling to catch 
up with Bitcoin and make it more accessible, and great strides are being 
made. It’s also becoming more clear that there are major monetary 
rewards available to those who are willing to face the hardship of 
ushering in a new order. 


Chapter 5: Filling Power Vacuums 


“I think the internet is going to be one of the major forces for reducing the 
role of government. The one thing that's missing but that will soon be 
developed, is a reliable e-cash.” 


-Milton Friedman 


At the time of the revelation of Islam, a very different system of 
government was in place. This is not to say that systems like the modern 
state had not been tried before, even in the region. They had, and the 
result may have contributed to the arid and desert like ecology the 


Levant, Iraq, Egypt, and the Arabian peninsula today.” The elaborate 
social hierarchies required for the development of a highly centralized 
state are quite resource intensive. 


What is clear, looking at history, is that complex state structures do not 
last forever. Islam is unique among all world religions in that it contains a 
clearly articulated political philosophy that can be adapted to empires or 
nations of various sizes in a manner that is in balance with available 
natural resources, regardless of how plentiful or scarce those resources 
may be. Many other systems of government depend on resource 
abundance in order to function. 


Islam is sometimes maligned by those who are ignorant either of the 
nature of the religion itself, the nature of modern “progress,” or simply 
unaware of the natural world, (or all three). As a result, some come to the 
mistaken conclusion that Islam is holding back “progress.” 


This thinking is largely the result of increasingly specialized education 
focused exclusively on earning potential, which does not allow for time to 
understand the broader sweep of history. If more time were allowed to 
study the development of civilizations, it would be clear that civilizations 
that exhaust natural resources at a rapid pace to create sophisticated 
material and social technology always meet the same fate. 


The present American and European led world civilization is no 
exception. We are up against a number of issues, including deforestation, 
peak oil, peak phosphorus, and declining non-renewable water reserves. 


Add to these social crises such as immigration, aging societies, and 
inequality, and it is clear that the status quo is under serious pressure. All 
of these concerns appear to be interconnected, and to a large extent, a 
byproduct of our rate of rapid technological development. 


The number of discontents appears to be growing, as well. This is more 
typically personified by the increasing polarization of the extreme left and 
right in post-industrial economies like Western Europe and North 


America. Discontent leads to conflict as different factions disagree 
about how to address our problems. Urban liberals see the destruction of 
nature and look to environmentalism, while rural conservatives see a lack 
of economic opportunities and blame immigrants. 


Libertarians blame the nature of government itself, and many are 
supporting Bitcoin in a bid to dethrone the money managers they see as 
backing oppressive governments. 


It’s all fine and good to take power from a corrupt elite, but the power 
vacuum has to be filled somehow. The hope is that cryptocurrency will be 
able to hand some of this power over to impartial computer code which 
runs autonomous from human fickleness. 


Still, in the process of creating and maintaining this code there is money 
to be distributed and decisions to be made- so who gets the money, and 
who makes the decisions? 


There is a strong current of thought among cryptocurrency enthusiasts 
and activists that the more distributed a system the better. Many 
proponents of democracy have become very excited about the potential 
of the technology to better distribute power and decision making, since 
voting systems can be codified in distributed protocols. Instead of using 
your private key simply to send and receive Bitcoin, you can use it to 
verify the authenticity of your vote. 


Personally, | don’t believe democracy to be by any means a panacea. In 
fact, more often than not, people will vote for their own destruction, 
trading short term benefit for long term harm. It seems obvious to me that 
all humans are not created equal, but that some are wise and others are 
foolish, and it is best to exclude the foolish from making important 
decisions. 
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And if you obey most of those upon the earth, they will mislead you 
from the way of Allah. They follow not except assumption, and they 


are not but falsifying. 


The inevitable question, then, is who gets to decide who is wise and who 
is foolish? In the case of Bitcoin, it is a libertarian project, clearly imbued 
with a strong faith in the power of the free market. Ultimately, it is the 
market that chooses which direction the project will take. 


This approach caused a long and heated debate about how to make 
Bitcoin better able to scale, which eventually resulted in the Bitcoin Cash 
fork. 


Forks, and the Birth of Bitcoin Cash 


Bitcoin's protocol can only be changed by near unanimous consensus of 
the community, because everyone has to accept changes to the 
software, or else the network splits due to issues of technical 
compatibility. There are diverse interests involved in the Bitcoin 
community, with miners, developers, investors, and traders all having 
different priorities and agendas. 


As Bitcoin increased in popularity and value, transaction fees 
continuously climbed as the network struggled to accommodate the 
additional traffic. For years, active debate took place within the Bitcoin 
community, finally coalescing into two main factions. One faction 
advocated increasing the block size to allow more transactions, while the 
other maintained that if the blocks got too big, it would make it more 
difficult for ordinary people to maintain a copy of the blockchain, thus 
leading to centralization of the network. 


These disparities manifested in a months long debate which finally 
culminated in a split and a new currency called “Bitcoin Cash.” 


Proponents claimed this currency was better suited for everyday 
transactions than the other factions. Even at the time of writing, more 
than a year after the fork, there are still claims that Bitcoin Cash is “the 


real Bitcoin,” although by and large the overwhelming majority of the 
Bitcoin community has rejected these claims. 


Other projects seeking to improve on Bitcoin, or at least imbue it with 
their own values, have built voting systems into newer cryptocurrencies 
to try to avoid these pitfalls. 


There is a balance, however, that must be sought. Governance is an 
essential element of trust, but it must be understood that the reason 
Bitcoin is so successful is because of its lack of fragility. 


Bitcoin does not need to be scalable, nor does it need to work well. It just 
needs to not fail, and the more simple it is, the less likely it is to fail. It’s 
real value proposition is that no matter how big it gets, it is utterly 
impractical for human beings to try to destroy it, and this is why it keeps 
getting bigger. And the bigger it gets, the harder it becomes to destroy it. 


There is a term coined by Bitcoin activist Nick Szabo called “argument 
attack surface” which can help to understand both Bitcoin’s philosophy of 
governance and the reason for its success. 


The more complex a software becomes, the more security vulnerabilities, 
or attack vectors, arise. This property is often referred to as “attack 
surface.” In decentralized software, which requires consensus for its 
development, the more complex the software becomes, the more things 
there are to argue about as development continues- argument attack 
surface. Bitcoin reflects this minimalist design philosophy- low 
performance, but robust, both in terms of security and governance. 


As soon as it gets into more complex operations, of course, both the 
argument attack surface and security concerns get bigger. 


From the perspective of Muslims working on trustless, decentralized 
protocols like Bitcoin, the concern is twofold- how to best establish 
mechanisms for governance from the perspective of security and stability 
of the software and network, and how to best serve moral values as 
codified in revelation and tradition. Chapter 17 goes into this subject 
more in depth. 


This is especially important when the protocol is “released into the wild.” 
That is, once a protocol begins running, anyone can participate in the 
network and it takes on a life of its own, and is no longer under the 


control of its creators. This is the essence of the power of decentralized 
systems- an algorithm has no vested interest. It simply is, and in an open 
network, everyone can see what it is. 


At present, bankers and powerful individuals in high finance sometimes 
make decisions that affect the lives of millions of people, sometimes 
negatively. When someone is in a position of power, there are inevitably 
tough decisions and sacrifices that must be made. For example, 
sometimes itis necessary for some members of the community to 
sacrifice their lives to save the lives of a greater number, and those in 
power may be forced to decide who is sacrificed and who lives. 


The allegation that is fuelling Bitcoin's growth is that the shadowy figures 
in control of the world's financial system are making decisions that 
disproportionately favor themselves and harm others. There is evidence 
to support these allegations, but | won't go into it here. 


Ideally someone in a position of power should be both compassionate 
and wise, and make decisions not according to the interests of his own 
family, but rather with the interests of all in mind, both within and beyond 
his rulership. Ultimately, our origin is one, and our destination is one, 
hence, we are all connected. 


As Muslims we recognize that our actions have consequences that 
extend into eternity, so if we are trying to develop protocol that may be 
used as money or to protect the savings of millions of people, we cannot 
haphazardly experiment- instead, we need to carefully and deliberately 
consider the long term consequences of different design choices and 
values. If indeed we are heading to a multi-currency world where national 
currencies decline in importance, we have to consider which currency 
most aligns with Islamic principles, and if necessary, design one 
ourselves. 


In the Islamic tradition, votes are accorded to what are referred to as “the 
people of power of power and authority.” Literally, in the classical texts, it 
means the people who have sufficient influence to bring about decisions 
that are respected by the entire community. For example, consider a tribe 
that controls a neighborhood or village, and say that there is a 
problematic person in this area that is harassing others. 


Who do you go to to resolve this problem? In a traditional setting it would 


be respected individuals who have attained an esteemed position, 
whether through exceptional intelligence, age and experience, wealth, or 
some other means. In modern society, you would go to the police, since 
national governments have largely superseded tribes, but this is a fairly 
recent innovation, and one that is largely dependent on the surplus of 
resources presently available. 


In many countries without a large wealth surplus, national governments 
don't function very well, and the people still have to rely on tribes for 
security and other essential needs. | personally believe that Islam fosters 
a system where families and tribes play a bigger role than is the case 
with centralized governments today. It seems that large governments like 
those of modern states have unjustly taken over the role of the family in 
providing essential services in 


order to increase the power and wealth of a small elite. 
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So would you perhaps, if you turned away, cause corruption on 


earth and sever your [ties of] relationship?” 


This, and many other proofs from the Quran and sunnah heavily 
emphasize maintaining the ties of family. There is no stronger way to 
build and maintain a bond than mutual giving and reliance on one 
another. 
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“Charity given to a poor person is charity, but charity given to a 

relative is two things, charity and upholding the ties of kinship.”” 


This shows a preference for charity given to relatives, which suggests 
that social services should first be delivered by the family. If this charity 


does not suffice them, then they could take from the state's resources, 
the zakat. 


We don't actually see how destructive modern national governments are 
in the immediate present, because it takes centuries for to build systems 
like these. In order to seize power, the national government must 
undermine or destroy completely the political role of the tribes, also 
known as extended families. 


As mentioned earlier, national governments also tend to consume 
resources at an unsustainable pace, which leads to exhaustion of natural 
resources. Since they eliminate alternative governmental structures as 
they rise to power, when they collapse, there is nothing to take their 
place, which results in periods of anarchy and lawlessness. So in a way, 
these modern systems of government carry a terrible price in both the 
past and the future. 


Arecent case of this phenomena is the Roman Empire, but there are 
analogues in Babylon, India, and China as well. A highly centralized 
civilization can achieve impressive technical feats and material standard 
of living, but these gains are balanced out in periods of collapse, decline, 
anarchy, and civil war. This is not to mention the spiritual void felt by 
many in materialistic civilizations. 


The Roman empire exhausted the topsoil and the forests of the 


Mediterranean region,” and following its decline there was a period of 
nearly a thousand years where plague, wars, and famine were 
exceedingly common. It was in this period that Islam emerged and very 
much improved the condition of the people by establishing peace and a 
wide network of trade, and was thus welcomed by many Christians. Islam 
was never established in most of Europe, however, and Europeans still 
shudder in fear when itis suggested that Islam might take them “back to 
the middle ages,” since, for European Christians, it was a terrible time. 


It could certainly be argued that part of Europe's misery was a result of 
their own governmental structure- absolute power was given to petty 
rulers who had financial relationships with popes who claimed to be the 
sole representatives of God on earth. It's no wonder Europeans are also 
so averse to the idea of religion in politics. It's only a shame that they try 
to impose their ideas on the rest of humanity, although other peoples 


have had very different experiences. 


The love affair with the idea of direct democracy in cryptocurrency is also 
a result of this history. Republicanism seemed to work much better for 
Europe than the feudal system by reviving the early Greek and Roman 
traditions and giving decision making power to the broader public. There 
is a belief among many that democracy is inherently more just because it 
allows the voices of more people to be heard, while protecting the people 
from the danger of a tyrannical aristocracy. 


Apparently, Europeans have forgotten that it was republicanism that gave 
them the abuses and wastefulness of the Roman Empire which resulted 
in the “Dark Ages.” 


In fact, it is only when Europe gained access to a big surplus of 
resources by way of colonialism that they were able to revive the 
democratic tradition. As with the case of the Roman empire, they also 
began rapidly depleting these resources at an unsustainable rate. 


Historians are keen to blame invasions by northern “barbarians” for the 
fall of Rome in order to avoid admitting the extent to which it was a 
flawed model of governance that caused Europe's centuries of suffering. 
This is in part because the dominant position of European culture today is 
based in part on belief in the inherent superiority of their form of 
government. 


Unfortunately, this leaves them unwilling to see their own failings, and 
since European culture is in a position of global leadership, it also heralds 
untold suffering for the rest of the world. As the Bible states: “Pride goes 
before the fall.” 


The Long View 


This may seem like this a digression, but these political ideas are a major 
factor underlying major design choices in cryptocurrencies, and as 
cryptocurrencies continue to increase in influence, these design choices 
will exert increasing influence on the world. Muslims have major 
problems right now from unwittingly adopting institutions that are heavily 
imbued with ideas that are antithetical to Islam, so it is important that we 
have a basic awareness of the ideological composition of any institution 
we adopt- including cryptocurrency networks. 


It's important for Muslims to be thinking ahead about how this influence is 
going to affect us, and what strategies we can employ to best respond to 
these changes. Trusting in Allah is important, but this does not mean we 
should not think ahead and plan for the future. Itis an established sunnah 
to research and plan for the future. 


When the Prophet Muhammed, sal Allahu alaihi wa salam, was seeking 
for allies in his mission to establish Islam, he spoke with many tribes. 
Some refused to respond, and other ridiculed and attacked him. 


Finally, it was the people of Medina who accepted the Muslims and gave 
them refuge from the torment and abuse of the Meccan polytheists, but 
even before any of that had come to pass, Muhammed, sal Allahu alaihi 
wa salam, in his negotiations attempted to sway some tribes to support 
him by mentioning the greatness of the destiny of Islam. He told these 
tribes that if they became Muslims and supported him that they would 
become rulers of Persia and Rome, the two most powerful empires of the 
age. 


At this time, he had no more than a few dozen followers, many of whom 
were slaves or impoverished, and he himself, sal Allahu alaihi wa salam, 
had a very humble appearance. It’s no surprise that they ridiculed him 
and considered him to be insane, given how improbable this claim must 
have seemed. But the lesson to draw here is that he did not simply follow 
divine directives with every action, while having no understanding of the 
divine plan himself- rather, the sunnah shows the intellect is a blessing 
given by Allah, and it is meant to be used. 


The Prophet, sal Allahu alaihi wa salam, had a long view and thought 
about the future, and used his intellect to plan for that future. We too 
should have high ambitions, and be relentless in pursuing them- not for 
our personal wealth and glory, but rather for the sake of justice, the 
protection and preservation of rights, and the spread of the truth, for the 
whole universe, just as our beloved messenger Muhammed, sal Allahu 
alaihi wa salam, did. 


The Ebbs and Flows of History 


Cryptocurrency is here to stay, and it represents a major shift in the 
structure of the world. The last comparable shift also featured a major 
innovation in information technology- the printing press. In order to 


understand what the coming shift may look like, Pd like to take some time 
to consider the transition that took place surrounding the advent of the 
printing press. 


This shift happened in parallel to the biggest decline in the influence and 
prestige of Islam since the establishment of the Muslim community in 
Medina. This 


Like Bitcoin, the printing press was a technology that took an essential 
service which was in the hands of a small elite and made it accessible to 
the broader masses. In the case of the printing press, the medieval clergy 
had a near total monopoly on the production of books, and adhered to 
strict doctrinal guidelines for the production of printed materials. 


The church, like the modern banking sector today, was also the 
preeminent political force in Europe, and like the banking sector, was 
abusing their power. Priests were taking advantage of the fact that few of 
the lay people could read, and completely disregarding the message that 
they claimed to represent and were misusing their authority to enrich 
themselves. 


Both of these scenarios involve upsetting an established balance of 
power. In the case of the printing press, the aristocracy lost a great deal 
of its influence as a result of the spread of the technology. In the last 
chapter, | mentioned the historical examples of Venice and Holland as 
useful examples for understanding the potential impact of cryptocurrency. 
Holland was really at the heart of the Protestant Reformation, and its 
unique political standing contributed to this. 


While many other lands in Europe were firmly entrenched in the feudal 
system, Holland consisted of land recently reclaimed from the sea with 
the help of skilled craftsmen. This meant the traditional grip on the land 
by the aristocracy was not as strong, and this gap was filled by a sort of 
middle class formed by these skilled artisans. 


Initially they were in no position to challenge the prevailing order, but as 
Protestantism began to sweep through northern Europe as a result of 
greater literacy and availability of books, a moral justification and 
imperative to challenge the establishment appeared. Holland seized this 
opportunity, and a century and a half after the beginning of the 
Reformation, Holland had become one of the foremost powers of Europe. 


This came at a steep price, however. The Catholic powers did not 
relinquish their hold on the northern provinces easily. It took generations 
of bloody and miserable warfare, claiming the lives of an estimated 8 
million people before peace was sealed at Westphalia- the same event 
identified by most historians as the beginning of the modern state 
system. 


All of this played out over a relatively long time period, but if more 
parallels continue to emerge, we can expect that things will go much 
faster due to the general acceleration on all levels of society. 


Perhaps the most important thing to consider at this preliminary stage of 
cryptocurrency development is that of government. The end of the 
dominance of the aristocracy and clergy led to major shifts in the system 
of government. 


The key distinction here is that all of this took place during a period of 
increasing resource availability. Transitions over the next century are 
likely to be taking place in the context of declining resource availability. 
Democracy is naturally a system of government that performs better in 
high resource situations, and when economic inputs become more 
constricted, shifts toward autocracy are common. 


This is because democracy requires putting much more energy toward 
decision making- huge amounts of time are spent debating and 
discussing, and a high level of education is necessary for effective 
participation. All of this time spent filling the requisites of effective 
participation in a democracy is time that is not spent producing and 
obtaining the necessities for life, which was accomplished in ancient 
Greece by means of a large slave class, or in the case of modern 
democracies by means of colonialism or neo-colonialism. We have 
already seen a preview of this shift in the wake of the financial crisis and 
a turn towards more authoritarian, populist leaders around the world, 
exemplified by the rising popularity of extreme right wing parties in 
Europe. 


It can be helpful to consider the Western Roman empire as a continuous 
unit. Scripturally, this is certainly the case- the Western Roman empire 
had one version of the Bible, and all of the nations that used this edition 
of the Bible later formed the NATO alliance. The nations of the Warsaw 


pact, by contrast, had a different edition for the most part, suggesting that 
the cold war likely has roots in theology. 


In this sense, we should consider the United States, Canada, and 
Australia as all part of a Western Roman alliance. We can also see by 
looking at the reserves of natural resources, that resource extraction is 
hitting a plateau, so we can expect to see the beginning of a period of 
decline. In the first iteration of the Roman empire, a period of decline in 
available resources corresponded to political splintering of the empire. If 
this process repeats, the alliance should be expected to become more 
occupied with internal conflicts, and less effective in projecting colonial 
influence. 


The Brexit is a good modern example of a move towards smaller 
organizational units. The faction that voted also has a tendency towards 
authoritarianism, and we should only expect these trends to become 
more pronounced as humanity hits the glass sealing of present resource 
availability. 


Filling the Power Vacuum 


If we do indeed see a major shift in the political and economic landscape 
as a result of a fundamental change in the monetary and financial 
system, something has got to replace it. Without any doubt, it will be 
better if the new order is shaped, wherever possible, with the principles of 
Islam as a guiding force. 


No matter what conclusion the Muslim community reaches as regards to 
the legality of this technology under shariah, it is important that we 
understand what exactly is happening and how we intend to react to it. 
This is an opportunity to change the pattern that has recently become 
ingrained in many Muslim countries, where we take a reactive, rather 
than proactive, stance. 


The existence of destiny (qadr) does not mean that we cannot or should 
not be an active force in shaping our reality. 


In fact, the example of the Prophet, peace and blessings of Allah be upon 
him, shows how a man of humble origins can reshape the entire political 
order of a society for the better on the basis of faith. And this is the 
example we should all strive to follow, even if confronting this injustice 


leads to us being insulted, hated, expelled from our homelands, and even 
if our lives are threatened in the process. After all, this is exactly what 
happened to Mohammed, sal Allahu alaihi wa salam, and if we intend to 
follow his example we can expect to face similar challenges. 


Many signs indicate that we will be moving into a period with greater 
scarcity of resources, Which is exactly the type of environment in which 
the Islamic system initially thrived, so we would do well to be prepared for 
such an eventuality. 


The following chapters explore, among other things, the possibility of 
utilizing cryptocurrency and the infrastructure that will eventually be built 
on top of it to effect changes in the spirit of the Quran and Sunnah. It is 
not entirely clear how possible this will be, as the state of the technology 
is still very immature. However, whatever the outcome, the potential is 
tremendous, so it is an obligation on us to explore the possibilities, as 
with any technology that has the potential to bring benefit. 


Regardless of a person's stance on the legality of cryptocurrency in 
shariah, a recurring theme throughout this book is that any Muslim who 
considers the present dominant monetary order to be acceptable and 
lawful in shariah must be severely lacking in knowledge of either the 
science of shariah, or in economics and politics. 


To understand why it is important for Muslims to explore cryptocurrency 
as an alternative monetary system, it’s important to understand the wider 
implications of currency regimes, beyond the simple frustration about 
losing money through inflation. 


Our will to bring about change in the monetary system, and thus our 
willingness to put in the work to make that change happen, will be directly 
proportional to the extent to which we understand just what is wrong with 
the present system and how we are effected by it. To this end, itis a 
collective, if not an individual obligation, to cultivate a better 
understanding of the political role of money. 


Chapter 6: Awareness of the Political 
Role of Money- More Reasons to Opt Out 


"Bitcoin is not just a software project. Itis a method of coordination for a 
large group of people who face extremely hostile and powerful 
adversaries." 


-Kay Kurokawa 


While most people are just trying to survive or improve their situation, 
there will always be a few who look deeper into things. In surveys of 
people without a bank account, the number one reason cited for their 
non-participation in formal financial services was... not having enough 
money. Religious and moral reasons were the least commonly cited 
reason for avoiding banks. 
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Really, this is backwards. Considering that the spiritual effect of our 
actions is eternal, moral concerns related to our money should be our 
first concern. Of course, our tendency as humans is always to be 
distracted by pursuit of the temporary worldly life, so this state of affairs is 
not really surprising. 


Now, looking at any given country, 5% is not a terribly significant portion 
of the population. 5% in Pakistan would be only 6-7 million people. 


Considering the entire world population, however, and this percentage of 
people could actually make some waves. Among the combined Muslims 
of the world it would probably be somewhere between 50-100 million 
persons- a number as big as the population of many large nations. 


The minority of Muslims who refuse to use banking services for religious 
reasons are probably acting based upon the prohibition of interest by 
Allah Almighty: 


ES Ol LSI Ga a ii Le hg 05 ail 1 1 hd Gall UT 


e 


Gaia y 

SB o y A A Ge dy | ill | la al 
SAM Gy yall died Gage 3 

“O you who believe, observe your duty to Allah and give up what 


remains (due to you) from riba, if ye are (in truth) believers. 


And if you do not, then be warned of war (against you) from Allah 
and His Messenger. And if you repent, then you will have your 


capital (without interest). Neither will you make (the debtor) suffer 
loss, nor will you be made to suffer loss.” 


The hadith are also very clear. 


ed (On eez Y AIK bek a y aa É 
a da dea GU A Gaal GATO 
d S UII JE alu g adle Al Mg dal Y ys 

Elga ak Ja a, 

Jaabir said: The Messenger of Allah (blessings and peace of Allah be 


upon him) cursed the one who consumes riba and the one who pays it, 
the one who writes it down and the two who witness it, and he said: 


“They are all the same.” 


Really, who wants to go to war with the all-powerful Creator of the 
universe? You'd have to be out of your mind. 


It is safe to assume that if someone's commitment to following these 
principles is strong enough to willingly opt out of the advantages of 
participating in the banking system, they have fairly strong faith. The 
issue of interest is fairly cut and dry, and anyone with a basic level of 
Islamic knowledge (or common sense, for that matter) knows that banks 
are up to no good. 


What is less known, however, is the dynamics of supply and demand and 
the political role of money. There are many Muslims, for example, who 
are loose when it comes to interest banking, and yet are very concerned 
with the abuses of the Zionist occupation of Palestine. There is broad 
awareness that Israel receives more than $3 billion dollars in military aid 
from the United States every year. What is less well known, however, is 
that the value of this aid is underpinned by continuing demand for the 
dollar generated by its international position. 


This aid is sent in spite of the fact that the United States is caught in an 
inescapable spiral of debt- and this debt is financed in large part by 
means of the value of the US dollar. In other words, America is borrowing 
the money that it gives to Israel, and it's credit line depends on the power 
of the dollar- and we contribute to this value by using it. 


The Debt Machine 


To better understand, let's consider the 2008 financial crisis- banks faced 
a crisis of liquidity, which was resolved by the controversial Quantitative 
Easing program (QE). QE meant the Federal Reserve bought up more 
than $20 trillion in debt from major banks. These $20 trillion dollars were 
conjured out of nowhere, so to speak. First, let's look at why they did this, 
and then let's consider how they did it. 


This new money allowed continued lending in spite of non-performing 
loans, and this lending drives real estate and manufacturing via 
consumer demand. The real estate and automotive industries in 
particular are a major driver of the US economy. On average, an 
American buys a new car approximately every 6 years-- and most of 
these purchases are financed by large banks issuing interest based 
loans. 


Now, this is down from 2006, when the average turnover for a new car 
was only 4 years. Consumers are, however, going deeper into debt in 


order to pay for cars. In 2017, the average car loan was $31,000 USD.” 
It’s common for other purchases to be debt financed as well, especially 
home electronics and appliances. 


In any case, it’s certainly safe to say that without debt financing of 
consumer purchases, consumption would be much lower. 


The real estate industry is also one of the most important sectors of the 
US economy- real estate’s share of the US economy has been steadily 
expanding since World War 2, while manufacturing has been on the 
decline. There are an estimated 10 million Americans employed in 
construction, and each of these jobs generates as many as 3 indirect 
jobs, meaning the total number employed by construction, directly and 


indirectly, could be as high as 30-40 million jobs. 


This means that these construction and manufacturing alone, both fueled 
largely by debt, may directly or indirectly employs significant proportion of 
the 160 million person US workforce. 


The real estate industry in particular is a cause for concern. For most 
Americans, their home is the main store of their wealth and their main 
investment. Many Americans are willing to make this investment, thus 
driving the economy, because they expect the value to increase. And the 
value keeps increasing because demand for new housing is constant. 
But the main reason this demand keeps up is because of the availability 
of debt. For example, an estimated 88% of residential real estate 


purchases in the US are debt financed. 


It's easy to understand why it would be a problem if real estate prices 
were to undergo a lengthy decline in value. It would lead to less 
investment in housing, which would lead to a decrease in housing prices, 
which would lead to a loss in jobs, which would lead to a further decrease 
in investment in housing, and a huge amount of loans going into default. 


This has repercussions beyond employment and real estate values. The 
bulk of the world’s wealth currently exists as derivatives, which are 
financial instruments that are primarily used for trading. Many of these 


instruments are linked to real estate value, and allow high level traders to 
exchange and profit from bundles of thousands of loans. 


Some of the derivatives are derivatives of derivatives, meaning they are 
separated from the underlying assets by degrees of separation, and yet 
their price is still dependent on the price of the underlying assets. 


This is not easy to understand- and it's not really that important to 
understand it in depth. The important point here is that the amount of 
derivatives that can be created and traded for profit is based on some 
kind of real value- and real estate assets are one of the major sources of 
value on the balance sheets of banks. 


Banks’ solvency and ability to offer loans depends on the composition of 
their balance sheets. If property values sink, it doesn't just have an 
immediate effect on employment and property values- it causes a chain 
reaction that affects the value of a range of derivatives. 


What this means is that there must be a mechanisms to continuously 
increase the price of properties, and this means that there must be 
steadily increasing demand for real estate. It was not uncommon during 
the financial crisis in the US to see many abandoned houses, and at the 
same time growing tent cities of homeless sleeping in the streets. 


Houses were being foreclosed, but they were delayed from being put up 
for sale again, because bankers knew if they came onto the market too 
guickly, it would cause the price of real estate to sink further and 
destabilize the economy. 


So how is the US central bank able to create all this money? To keep this 
debt spiral going, more money has to be injected into the economy, but 
all this new money further dilutes the supply of the existing money. 
Smaller countries like Zimbabwe fall into hyperinflation if they implement 
similar policies, but larger countries with more demand for their currency 
can get away with more expansive monetary policy. Demand determines 
the value of the US dollar, but domestic demand is not high enough to 
justify its value. The bulk of the demand for US dollars is from outside of 
the United States. 


The political stability of the United States depends on maintaining high 
rates of consumption. These rates of consumption have outpaced 


production for decades. In other words, the US is consuming more than 
they are producing, and this has been true for decades. 


A drop in this consumption, particularly in the real estate and automotive 
sectors, would lead to a death spiral. The only way to maintain this deficit 
is via a trade deficit. This trade deficit is maintained by continuously 
expanding debt, and this debt expansion was threatened by exactly these 
factors in the 2008 financial crisis. The solution was erasing a huge 
quantity of the debt by massively increasing the supply of dollars. 


The important thing to realize here is that high demand for a currency 
allows the supply to be expanded without many adverse effects. So we 
need to pay attention to where demand for currencies comes from. If we 
are concerned about US support for Israel, then we need to consider 
where demand for the US dollar is coming from. 


One place we can look is foreign exchange markets, which see over $5 
trillion USD in daily volume. This generates a lot of speculative demand 
as traders try to predict price movements, but it is also necessary for 
trade. This trading is a major source of demand, and a mechanism for 
supporting the entire system, because it links all of the world’s currencies 
into one body. The foreign exchange markets are the connective tissue 
that links all central bank currencies together. 


A Many Headed Beast 


Indirectly, using any central bank currency increases demand for to all 
central bank currencies, because it contributes to the liquidity that 
underpins 24 hour foreign exchange markets. The connection between 
all of these currencies is not just in the foreign exchange markets, 
though. Another point of intersection between currencies is the fact that 
the heads of all of the world’s major central banks meet on a monthly 
basis at the Bank of International Settlements (BIS) in Basel, Switzerland 
to coordinate policy. 


The central bank of each country acts as a lender of last resort in the 
event that a private bank is unable to honor its obligations. If the entire 
country faces a shortage of money, they turn to the BIS, which acts as a 
clearinghouse through which other countries can prop up the central 
bank in danger of collapsing. 


Buying or selling with any of these currencies generates demand, and 
also reinforces the habit of using them in each individual, thus supporting 
the entire system and increasing the power of the central banks. The 
system is all linked together, like a single structure, with each part 
reinforcing the other parts. 


There are other sources of demand for dollars which will be discussed 
later, including the petrodollar system. The important thing to understand 
here is simply that any use of a currency is essentially a choice to extend 
credit to the issuers of that currency. 


The United States cannot actually afford to be giving this support. They 
are only able to continue to do so, in spite of their budget and trade deficit 
because of the ongoing strength of the dollar, which is at the center of the 
international currency system. So in a way, every time we use central 
bank money in any country, we are supporting ongoing violence and 
injustice, of which the conflict in Palestine is just one prominent instance. 


This arrangement is the root cause of the much of conflict currently 
affecting the world. The solution is clear- seek a balance of power where 
the rights of everyone are respected, irrespective of their race or 
nationality. However, for whatever reasons, America and Israel are not 
interested in this option, so the military conflict grinds on, bankrolled 
largely by the continued growth of American debt. 


The in-built superiority of cryptocurrency is such that it is only a matter of 
time before it takes over much of the market share of central bank 
money. Again, it is important to remember that central bank money 
originated as a certificate of deposit from private banks- it has only 
recently become a forced monopoly. Money is a service, and central 
bank currency can simply not compete on the free market, anymore than 
the telegram can compete with email. 


As difficult as it is to face the facts and deal with the inevitable adjustment 
away from the dollar as the world reserve currency, the sooner it happens 
the better- for both Americans, and everyone else. Although the 
correction will be difficult, the longer it is delayed, the more severe the 
fallout will be. 


Money as a Participatory Collective Institution 


Here's the deal: we need to realize that simply by using money, we are 
giving power to an institution. It's like a club, and to be a member you just 
have to buy and sell using a certain currency. If we use dollars, we are 
supporting the value of the dollar by generating demand for dollars. This 
means we are supporting the power and influence of the Federal 
Reserve Bank of New York, and those who are connected to and 
supported by the leading members of this organization- which includes, 
for example, the Zionist occupation of Palestine. By extension, the same 
goes for any fiat currency exchanged in the international foreign 
exchange markets. 


By participating in this system, we basically enter into a deal. We give our 
economic power to the managers of the system, and they give us access 
to the network of everyone who accepts the currencies that are part of 
this system. Since most people in world are forced more or less at 
gunpoint to use these currencies, that’s a lot of people. 


Maybe this was a good trade at some point- | add value to your currency 
by using and holding it, you provide a currency that is relatively stable 
and accepted worldwide. Now, some people may think this is a fair deal, 
even if they are paying a hidden tax in the form of inflation. Of course, 
this is from an individual perspective. If you consider that the managers 
of this system are using the power we give them to hurt our brothers and 
sisters in faith, it may tip the balance in terms of how we evaluate the 
deal. 


In the end, it doesn't really matter what you think, because it's not 
voluntary anyway. 


The deal gets progressively worse the more the currency is debased. As 
the supply of dollars is diluted, value is going directly from the hands of 
the holders of old dollars into the hands of holders of new dollars- and the 
holders of new dollars, for the most part, are US based banks that make 
decisions driven by unrestrained greed and an extremely limited temporal 
outlook. Not to mention the fact that the recipients of these dollars are not 
bound by many of the moral restraints that guide many of the world's 
Muslims, as well as others. 


Every One of Us Can Do Something 


The important thing for Muslims or any conscientious people to realize is 


that the advent of cryptocurrency is not just a great opportunity for the 
oppressed of the world to take advantage of the coming shakeup- it is a 
moral obligation. 


lf awareness of these political aspects of money spreads, we could see 
the percentage of Muslims who opt out of the interest based financial 
system increase, Allah willing, from 5%, 10%, to 20%, and beyond. 


Chapter 7: The Need for Separation 


A man in debt is so far a slave. 
-Ralph Waldo Emerson 


Everything in this world is created in pairs- light and dark, life and death, 
day and night- even on the atomic level, we see that matter is held 
together with positive and negative charge. Of course, with these 
dualistic categories there is always a twilight zone in between, but this by 
no means negates the duality. 


The most important duality is the distinction between the oneness of 
Allah (tawheed) and the belief in or worship of other than Allah (shirk). It 
is impossible to truly live one of these without an understanding of the 
other- in other words, in order to understand Allah, we must understand 
what Allah is not. 


This is why it has been a common practice among mystics and saints 
throughout history to spend a great deal of time contemplating the names 
or attributes of Allah. 
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Abu Huraira reported: The Messenger of Allah, peace and blessings be 

upon him, said, “Allah has ninety-nine names and whoever preserves 
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them will enter Paradise.” 


We were also taught by the Prophet, sal Allahu alaihi wa salam, that the 
people with which we form bonds of friendship will affect our level of faith. 
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Abu Huraira reported: The Prophet, peace and blessings be upon him, 
said, “A man is upon the religion of his best friend, so let one of you 


look at whom he befriends.” 


This means that we must strive to keep strong connections with those 
who will have a positive influence on our faith, and likewise we must seek 
to avoid connections with those who will have a detrimental effect on our 
faith. 


This goes not only for the personal level, but for political alliances 
between nations, as well. What is often overlooked, however, is the fact 
that a shared economic system is a kind of alliance. 


The Theological Roots of Economic Systems 


Economic systems are based on laws, laws are based on values, and 
values are based on beliefs. 


The European worldview relies on a highly individualistic perspective. 
There is surely some validity to this perspective, but it is far from the only 
authentic one. It is important to realize that this perspective is to some 
extent rooted in medieval theology; the Protestant reformer Martin Luther 
emphasized an individual relationship with God, and Descartes notion 
that the self was rooted in the mind came at a time when the vanguard of 
Europe's intellectuals were based in Protestant northern Europe. 


This individualistic worldview has focused on biographies and exceptional 
personalities. Western histories tend to focus extensively on individuals 
like Napoleon or Hitler, and even in our modern world dynamic 
entrepreneurs like Steve Jobs or Elon Musk are idolized. The inflation of 
the status of individuals can be traced back to a precedent in Christian 
thought; the elevation of the human being to the status of God. 


The archetypal example of this tendency is the Pharaoh, who justified his 
rule by claiming to be an actual descendant of divinity. There are 
analogues in Hinduism, with a concept of reincarnation implying that 
through righteous works a soul can ascend towards becoming divinity. In 
medieval Hindu philosophy, the authority of the ruling class is based on 
the premise that the elite are further along on their journey to becoming 
part of God. 


Christianity established a similar precedent with the divinity of Jesus. 
Once we claim that any one human being is divine, we have laid the 


conceptual foundation for seeing divinity in any, or all, human beings. 


Even now, the idea that God is within us is widespread- consider the 
notion that “God is love.” This implies that since the source of love is to 
be found within ourselves, that somehow God is within us, or even 
further, that humans generate God, as in the Catholic prayer which states 
“Mary, mother of God.” This is quite a severe falsehood, since it 
contradicts the fact that we are created by God, which is the most 
fundamental of truths. 


Now, it may seem a stretch to suggest that fans of Elon Musk who think 
he's going to save the world are actually inheritors of Christian theology. 
These logical leaps may take hundreds of years to manifest, but, as the 
saying goes, even the longest journey begins with a single step. People 
today who consider themselves rational and secular rarely look deeply 
into the origin and evolution of their own ideas. 


The actual lineage of these ideas is a topic for another book. The 
important thing to note here is that when conceptual conflation of the 
infinite (divine) and finite takes place, it enables pyramidal hierarchies. 


Building a Pyramid 


The pyramid is a good metaphor for the prevailing economic structure, 
because it illustrates the many in service of the few- that is, the bulk of 
the structure is there only to elevate the smallest part of the structure, 
and ultimately the purpose of the whole structure is sheer vanity. 


If we look at the economic and political lineage of the present system, we 
see it leads back in many ways to Egypt. Washington D.C. and the 
Vatican both feature obelisks (which are symbols of Ra, believed by 
ancient Egyptians to be crystallizations of the god of the sun) in important 
ceremonial locations. The obelisk of the Vatican was actually originally 
sourced from Egypt and was first commissioned by Ramses II, while the 
obelisk of Washington D.C. is a replica, albeit larger than any of the 
originals. 


Greek initiatic orders, commonly known as “fraternities,” still play an 
important role in America, particularly at universities where the political 
elite are educated.” These initiatic orders can to some extent trace their 
lineage back to Egypt,” which was a major destination for Greeks 


seeking education before the the height of the Athenian democracy. 


Creed is integral to an economy; the beliefs held by the elite are the 
guidelines for establishing, maintaining, and expanding economic 
structures determine the form and behavior of the whole economy. 


This is why we see such these similarities between the present dominant 
economic structure and that of ancient Egypt; a highly stratified, 
hierarchical social structure that at its apex mainly serves the vanity of a 
very few who are deified and worshiped by the masses. 


It is important that anyone involved in building economic institutions 
understand the difference between the DNA of unsustainable, polytheistic 
societies like ancient Egypt, Babylon, or the United States, and 
sustainable, monotheistic economic societies like that of the tribe of Israel 
under the leadership of Moses, or the early generations of Muslims. 


To take a geometric metaphor, we can imagine the structure of an ideal 
Islamic economy like a cube- each part of the structure supports all the 
other parts. In the case of the pyramid, the bulk of the structure supports 
only its apex, while the apex provides no support to the overall structure 
of the pyramid- just as the idle elites in unjust societies live decadent 
lifestyles without providing functional utility to society. This metaphor is 
further elaborated in Chapter 15. 


It may seem very abstract to extrapolate practical lessons from geometric 
shapes, but it should serve to drive home the point that we must work 
towards separate societies. An economy is a structure, and every 
structure has structural properties. You cannot make a hybrid of a 
pyramid and a sphere, for example. There can be communication 
between two economic systems, but they must remain separate to retain 
their essential character. In the modern era the vast majority of Muslims 
have been incorporated into an economic system which is structurally 
determined by polytheistic belief. 


There are many hadith that point towards the importance of maintaining 
separation between believers and disbelievers on the level of society. For 
example: 
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“I am not responsible for any Muslim who stays among the 
polytheists.” They asked: Why, Apostle of Allah? He said: “Do not 


take light from their fire.” 


The expression “do not take light from their fire” has layers of meaning, 
but one of them is that of a public service. It was customary at the time of 
the revelation of the Qur'an to build a fire in front of one's dwelling or tent. 
This allowed for ventilation, to prevent smoke from building up in the 
dwelling, and it also served to repel insects and pests. lt also acted as a 
sort of collective public service- roads and common areas in front of 
dwellings would be illuminated by the fires. 


This means, among other things, that if Muslims and polytheists mix their 
dwellings together, Muslims can become dependent on the polytheists for 
public services, and as such would begin to develop feelings of loyalty 
towards them that could dilute their bond to the Muslims. This indicates 
that material benefit is connected to spiritual bonds. 


This, as well as many other hadith and ayat of the Qur'an stress the 
importance of avoiding outright dependence on polytheists or those who 
reject or conceal the truth (kuffar). 
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“Let not believers take disbelievers as allies rather than believers. 
And whoever [of you] does that has nothing with Allah, except when 


taking precaution against them in prudence. And Allah warns you of 
Himself, and to Allah is the [final] destination.”” 


Even the Bible is very unambiguous on this point: 


“Do not be yoked together with unbelievers. For what do righteousness 
and wickedness have in common? Or what fellowship can light have with 
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darkness? 


A yoke is specifically a type of harness placed on farm animals for the 
purpose of labor, which allows combining the force of two animals. When 
the yoke it placed on two animals, it means the labor of both animals will 
necessarily be directed towards the same purpose. 


All of this divine exhortation to maintain independence from disbelievers 
is not to say that there is a problem with peace, trade, and diplomacy with 
polytheist nations; the point is that economic systems and institutions 
have their own DNA. In genetics, if two genes governing the same trait 
merge in a single organism, one of the genes will be recessive and one 
dominant. Or as Jesus is reported by the Bible to have said: 


"No one can serve two masters. Either you will hate the one and love the 
other, or you will be devoted to the one and despise the other.” 


We can see very clearly that in most places today, Islamic law takes a 
recessive position. For example, there are Islamic courts for matters of 
personal status in England. But when it comes to disputes and law 
enforcement, it is traditional English law, with its roots in Christian 
philosophy, which rules the matters of Muslims and everyone else, and 
Islamic law that is submissive. 


Likewise, Islamic law has provisions for accommodating different beliefs, 
although in a clearly subordinate position. Non-Muslim subjects of an 
Islamic State have the right to maintain their own courts of law for matters 
of personal status and internal disputes, but Islamic law is clearly ina 
dominant position when it comes to matters involving members of 
multiple religious communities. 


We can also see consistently in every situation where attempts are made 
to mix the Islamic system and other systems that there is a steady 
pressure to relegate the Islamic system to a subordinate status. This is 


the case in several Muslim majority nations that have attempted to mix 
shariah with constitutions styled after the British, French, or American 
traditions. 


If a particular nation does not fully subordinate Islamic law, attempts will 
be made to subordinate the nation itself, which is a common occurrence 
in today's world. The more a nation accommodates the Western system, 
the higher its status in the global hierarchy. The only exception to this 
trend is in the Gulf states, which is owed to oil wealth, but this is not a 
sustainable state of affairs, nor does it provide protection to ummah in its 
entirety. 


A subordinate position in a society will always lead to a loss of prestige; it 
is human nature to constantly evaluate others to determine their status. It 
is also natural that when a people establish an economic system, that 
they will seek to assign themselves the highest status possible in that 
system. As such, Islamic law being in a subordinate position acts as a 
constant pressure to push people out of the religion. 


As we can see in the most important structures in the Western world- 
banks, parliaments, and universities- the educational and cultural lineage 
of world elite can be traced back to Egyptian polytheists. As a result, any 
Muslims who enters into and participates in this system will never reach 
the top echelons of this system- or if they do, they will do so in proportion 
to the extent to which they are willing to compromise their values by 
adopting the values of the system itself, and abandon their Islamic 
values. The inertia of a system like this is such that who tries to change 
the system from within will invariably find themselves being changed by it 
more than they are able to change it. 


That is not to say there is not material benefit to participating; there 
definitely is. 
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And [recall] when you said, "O Moses, we can never endure one 
[kind of] food. So call upon your Lord to bring forth for us from the 
earth its green herbs and its cucumbers and its garlic and its lentils 
and its onions." [Moses] said, "Would you exchange what is better 
for what is less? Go into [any] settlement and indeed, you will have 
what you have asked.” And they were covered with humiliation and 
poverty and returned with anger from Allah [upon them]. That was 
because they [repeatedly] disbelieved in the signs of Allah and 
killed the prophets without right. That was because they disobeyed 


and were [habitually] transgressing.”” 


The tribe of Israel complained about leaving the Egyptian system, 
because although they were slaves, they had enjoyed a higher material 
of standard of living within that system. 


Likewise, today, Muslims are reluctant to leave a system in which they 
are subordinate and often humiliated, because they are afraid that their 
material standard of living would be affected. This is at the heart of the 
brain drain. Many Muslim professionals would prefer to have a higher 
standard of living in a country where their religion has a minority status 
than to stay in their homeland. 


To understand just how it is impossible for practicing Muslims to ever 
reach the highest level of this system, it may be helpful to look at the 
Islamic finance industry in its present form. Many of the contracts amount 
to obvious imitations of interest bearing contracts, but they cost more and 
are less efficient because of extra paperwork which acts primarily as a 


loophole to make the contracts lawful in shariah.” 


For example, rather than simply loaning out money, an Islamic bank will 
buy a house or car for a customer, but never actually own it except on 
paper. The end effectis more or less identical to an interest bearing loan, 
but it requires more paperwork since the bank has to legally buy the 
house and then transfer ownership to the client. This results in Islamic 
finance generally being a bit more expensive than comparable interest 


contracts. 


This whole arrangement is only necessary so that Muslims can try to 
participate in the interest based system on equal footing with polytheists. 
For Muslims in a place like America, for example, it is extremely hard to 
get ahead without buying a house, because a large percentage of income 
goes towards paying rent. By purchasing a house with debt, this money 
is saved in the form of equity, and this equity can be used to leverage 
other purchases. 


This also feeds into a vicious cycle. The availability of credit for buying 
houses pushes up demand for real estate, which in turn leads to more 
expensive rent, and thus more pressure to buy. 


The same goes for businesses. It is difficult or impossible to compete 
without debt due to the economies of scale associated with heavy 
financial backing. A company that can scale up its operations using debt 
can produce much more efficiently than one that can't, meaning that 
companies are forced to go into debt to keep their businesses 
competitive. 


This debt based system is fundamentally incompatible with Islamic 
values. It does allow, however, temporary advantages, since more 
productivity can be leveraged via debt. 


In the long term, however, these advantages disappear. If property values 
drop, savings in the form of equity disappear. High levels of debt result in 
a financial climate that is susceptible to the contagion. Any slowdown in 
growth results in defaults on debt, which in turn leads to reduced 
consumption, and therefore less demand for goods and services, which 
leads to still more defaults which periodically result in financial crises. 


A system based on debt can never be an Islamic system, because if the 
engine of the economy is powered by debt, the economy cannot run 
without interest. Interest is debt’s will to live. 


Central bank currency itself is debt based and completely abstract, so the 
notion of transactions based in fiat currency being “shariah compliant” 
itself is questionable at best. Much like the “halal” food, fashion, or travel 
industries, the label of shariah compliance is often used to assuage the 
conscience of Muslims who are adopting a lifestyle that is in essence 


incompatible with Islamic values. 
Comparing Money and Meat 


It's not as strange as it might seem to compare meat and money, 
because livestock were actually one of the earliest forms of money. Meat 
is also an excellent and very tangible example of the problems involved 
in trying to squeeze an Islamic lifestyle into an un-Islamic system. 


In the case of halal meat in many countries, animals (in most cases) live 
in miserable conditions, are fed with food that has been heavily treated 
with pesticides, herbicides, and synthetic fertilizers, which leaves toxins 
in the meat that are harmful to humans and affect the health of the 
animal. Since these miserable conditions would ordinarily cause the 
animal to get sick, they are given regular, heavy doses of antibiotics, 
which also builds up in the meat, making it harmful to humans who eat it. 
In addition to all this, all of the runoff from these unhealthy conditions 
collects in the local environment, negatively affecting people and animals. 


Heavy use of antibiotics contributes to aggressive, antibiotic resistant 
pathogens, resulting in a deepening dependence on increasingly 
advanced generations of drugs, and increasing the likelihood of 
epidemics if the supply of these drugs is ever disrupted. 


Then, people purchase this meat with money they make working in gas 
stations where they sell alcohol, or in banks that deal with interest, and 
yet since there is a “halal” label on the meat, Muslims can tell themselves 
that their food is halal. In this way both the “halal” industry and Islamic 
finance can provide people with the fraudulent assurance that they are 
obeying Allah and being good Muslims, when this may very well not at all 
be the case. 


The reason the “halal” food industry is useful in this discussion is 
because it is yet another example of a consistent trend- when Muslims try 
to integrate into a dominant system based on un-Islamic beliefs and 
attempt to do business in an “Islamic” way, Islamic values invariably end 
up being sidelined or merely receiving lip service while being steadily 
eroded. 


In the case of meat, there are also economic reasons behind many 
agricultural practices that run against Islamic ethics. It is necessary to 


engage in these harmful practices because they decrease costs and 
allow pushing down prices in the short term in exchange for pumping 
long term damage into people, animals, and the environment. When 
Muslim farmers try to compete in the same markets, if they want to 
engage in responsible agriculture, they will be forced into the organics 
market, and the organics market is mainly a recourse of the wealthy, and 
Muslims, usually being lower in this pyramidal hierarchy, are rarely able 
to afford it. 


Of course, there are exceptions to every rule, and there are certainly 
clean and responsible farms in the halal industry, even if the bulk of the 
industry is reprehensible. Likewise, there are well intentioned and sincere 
people in Islamic finance. The issue is attempting to integrate into an 
economic system that is clearly antagonistic to both Islam and the 
balance of nature, and then trying to use loopholes, shortcuts, and 
workarounds in Islamic law to somehow make that lifestyle seem 
acceptable. 


If we think that we are somehow benefiting ourselves with the higher 
standard of living associated with greater participation in the economic 
system of the disbelievers, we are mistaken. In reality, we are only 
putting ourselves into danger both spiritually and materially, because the 
debt and interest based system has proven itself time and time again to 
be highly unstable, and periodically collapses into cycles of war and 
reconstruction. 


Both on the individual and collective level, Muslims should strive to be as 
independent as possible from this system, to avoid being sucked into 
these conflicts and to avoid bearing responsibility for the vast quantity of 
sin involved. 


Building an Economic System without a State 


The word for religion in Arabic, deen means literally “a way of life.” An 
economic system is at the core of a way of life, and at present Europe 
and America are busy trying to integrate the entire world into their 
system. They may say that they wish to help benefit and “develop” 
others, but in reality their own self interest is paramount. 


The fact is that identity depends on the identification of a distinct “other.” 
The difference between Muslims and polytheists is emphasized heavily in 


the Quran and sunnah for this reason- the stronger we identify the 
polytheists as “other,” the stronger our sense of unity as Muslims will 
become. 


With the Muslim ummah broken up into pieces, each with their own 
currencies, borders, and nationalist identities, itis impossible to muster 
the resources to compete with the level of efficiency present in the 
dominant economic system. This is due in part to the effectiveness of 
capital markets in places like London, New York, or Hong Kong. 


These concentrations of capital can wield economy of scale to drive 
down the price of goods and dominate markets. It's not only an issue of 
the free markets- subsidies also play a major role in ensuring the potency 
and success of corporations utilizing mass production techniques. The 
larger the centralization of taxation power, the more powerful the 
subsidies that can be wielded. Small, divided countries can never 
compete. 


Working in conjunction with the CIA and the IMF, as discussed in Chapter 
1, corporations are also able to ensure that serious independent 
productive capacity is never developed in Muslim countries, which means 
these countries remain in a position of subjugation. This also lowers the 
prestige of the Muslim community, and by extension the prestige of Islam. 


What counter-measures can actually be used to do something about 
this? We can't look to national governments to do anything about it, 
because any government that refuses to participate in the banking 
system is removed by means of bloodless or bloody interventions. Their 
successors then agree to running deficits which lead to collective 
enslavement via debt. 


A possible solution could involve a thorough understanding of the 
landscape of international jurisdictions and a creative approach to 
utilizing that landscape. 


In other words, it could be possible to establish an autonomous and self 
sustaining financial and productive architecture that transcends national 
economies. 


Establishing Economic Autonomy 


Economic autonomy is important on many levels. Dependence is a major 


means of control, and has devastating psychological effects. 


Consider, for example, that clothing and dress are a core expression of 
identity. If the wearing a suit and tie is required to reach the top echelons 
of the system, this will fracture the feeling of Muslim unity. This creates a 
sense of division between those who wear long beards and Islamic 
clothing and those who shave and wear suits and ties, and thus relegates 
the openly religious to the status of second class citizens, lowering the 
status of Islam in the process. 


A common defense by Muslims who shave their beards and wear 
western clothes is that what is on the inside is more important than what 
is on the outside, which is true. They also point to the fact many who are 
outwardly religious will lie and cheat, while those without a religious 
appearance can be more honest. While this argument is valid, it does not 
change the fact that outwardly identifying as Muslim is superior. The 
Prophet, sal Allahu alaihi wa salam, said: 
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"The best ones among my ummah are those who make people 
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remember Allah when they are seen.” 


The presence of a system that enables a livelihood and a sense of self 
worth based on following the authentic traditions of the Prophet, sal 
Allahu alaihi wa salam, is a key component of establishing a common 
identity and unity among the Muslims. Many Muslims would like to keep a 
beard and wear Islamic clothing, but they are afraid for their livelihood if 
they change their style of dress. In many countries, Muslims even fear for 
their safety if they openly identify as Muslims, which points to the 
importance of sticking together. 


Asserting the need for separate economic systems is by no means an 
automatic act of hostility towards polytheists. These systems could 
certainly co-exist and cooperate, but they can not be one and the same 
system. The ideal transaction in Islam is win-win, and it must be 
understood that the nature of an economic system based on interest and 
debt is highly destructive, and that facilitating and enabling this system is 
harmful to everyone, Muslim and polytheist alike. It is therefore an act of 


compassion towards the disbelievers to refrain from enabling their self- 
destructive behavior. 


The solution to humanity's predicament is not to accelerate the 
exhaustion of non-renewable resources in order to colonize space. The 
solution is to reduce our consumption, and this can only be accomplished 
by seeking spiritual and emotional rather than material fulfillment. This is 
exactly what Islam leads to when implemented correctly and completely. 


Establishing a separate economic system with a distinct identity is a big 
step in this direction. The economy of the disbelievers has higher 
productivity than an Islamic system would, but it is unsustainable and 
bound by the laws of nature to collapse. Also, most of the surplus it 
generates goes towards frivolous luxuries and pointless entertainment, 
while great numbers of the system's victims go with their basic 
necessities unfulfilled. 


We cannot be content to participate in this system, because at its core, 
this system is a religion. Religion always was, and is, the basic ordering 
principle of a human society. 


If we consider again the statement of Umar ibn al Khattab, radhi Allahu 
anhu, this is apparent: 
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“There is no Islam without unity, no unity without leadership, and no 
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leadership without obedience.” 


In the absence of the presence of Islam as an ordering principle, there is 
no Islam. There is only a memory of Islam and some traditions and 
beliefs. 
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“Whosoever dies without oath on their neck dies death of jahiliyyah 
(pre-Islamic ignorance)“ 


This hadith refers to giving the pledge of allegiance to the leader of the 
Muslims. This indicates that the absence of a unified Islamic 
governmental system renders us in a state akin to the pre-Islamic period- 
in other words, it means we are not truly living Islam. 


The re-establishment of this system must be incumbent upon every 
individual. If we do not find the means to do so, then we must make some 
effort to do whatever is within our ability to fulfill whatever requirements 
this re-establishment might have. Economic strength and 
interconnectedness of the believers is with certainty a major part of this. 


The truth is, as an ummah, we have everything we need to accomplish 
this- the resources, natural and human, and even the willpower. What is 
missing is a method for coordinating and organizing our resources. | 
firmly believe that the alternative financial architecture growing up around 
Bitcoin could be part of the solution. 


Chapter 8: The Power of Crowds 
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“When comes the Help of Allah, and Victory, 


And thou dost see the people enter Allah's Religion in crowds, 


Celebrate the praises of thy Lord, and pray for His Forgiveness: For 
He is Oft-Returning (in Grace and Mercy).”" 


When | first visited Egypt, | saw tall barrier fences all over Cairo. At first | 
thought they were construction sites, but eventually | peeked in and saw 
they were parks with benches and trees. 


This was just a few years after the protests of Tahrir square, which 
resulted in the deaths of both police and protestors, and eventually led to 
Egypt’s first democratic elections. | first traveled there shortly after the 
coup that removed elected President Mohammed Morsi from power, and 
| soon realized the barriers had been installed to prevent the formation of 
crowds. 


As | stayed longer in Egypt and attended mosques, | became extremely 
irritated when | would be sitting after the prayer trying to concentrate, and 
a rude caretaker would come and throw me out, maybe 10 minutes after 
the completion of the prayer. If | sat and talked to 2 or more people for 
more than a few minutes, it seemed that a caretaker would also show up 
and disrupt our conversation. 


Eventually | came to realize that all of these measures had been put into 
place to avoid the formation of crowds. The overthrow of the government 
had been organized partly by the Muslim Brotherhood, which used 
mosques as well as public squares and parks to organize rallies. 


Something strange can happen when a crowd forms. Collective will 
upsurges, and suddenly individuals become capable of things that they 
would ordinarily never consider. Crowd psychology is a whole field of 
study, since the behavior of individuals can become very different when 
they are part of a crowd. This is raw power, and it can be a force for good 
or evil. 


Bitcoin has brought together an incredible diversity of people from around 
the world, and their energy is channelled toward a common purpose. It 
seems like Bitcoin is already a big event, but believe it or not, we are still 
at the beginning of this transformation- bigger disruptive effects are yet to 
come, Allah willing. 


While the majority of those driving the growth of Bitcoin’s value are 
probably mostly in it for the money, the movement has from the beginning 
been managed and maintained by a core of ideologically motivated, 
talented, and intelligent advocates who work diligently to develop the 
infrastructure surrounding Bitcoin. The real power, though, comes from 
the steady and growing stream of users and their money flowing into the 
network. It is, as it were, a decentralized crowd. 


This is where the principle of “social scalability” is extremely important. 
Social scalability is another concept developed by Nick Szabo, and it’s 
also intimately linked to “argument attack surface.” The reason Bitcoin 
enables such powerful growth potential is due to its simplicity. It does not 
require extensive communication or cooperation to grow and thrive, so 
it's easy for very different people to become part of the network. 


By contrast, in the case of a nation, the identity of distinct groups 
presents a limitation in terms of social scalability. As the nation grows, 
conflicts erupt between different agendas as to how resources and 
decision making power should be distributed. This is not only due to 
interest groups and allegiances, but also due to communication barriers 
and other social obstacles to cooperation and collaboration. 


By basing access to the network on the universal language of 
mathematics, Bitcoin has achieved an unprecedented level of social 
scalability, harnessing the capacity to organize and unite a global crowd 
based on the most fundamental of human traits- self interest. 


While means of organizing physical crowds have been shut down in 


places like Egypt, the problem that the demonstrations in Egypt sought to 
address remains unresolved. As access to the internet becomes more 
and more widespread with increasing smartphone adoption, the 
opportunity exists to leverage the greatest source of wealth in the Muslim 
world- its people. 


Creative Navigation of Jurisdictions 


Trying to establish an independent economic system that transcends 
established nations may seem like quite a challenge. Butit may be 
possible by working creatively with the legal systems that most Muslims 
in the world presently live under. 


So what does it mean to “creatively navigate jurisdictions”? 


If we visualize the Muslims of the world as a single nation, we can see 
that the legal and economic system we live in is designed to prevent us 
from achieving economic independence, and is instead designed to 
funnel us into subordinate positions in the dominant, interest based order. 


It is very difficult for us, for example, to manufacture our own 
communications technology, for a number of reasons. One of the 
obstacles is that the influence of the global order on Muslim countries 
puts strong pressure on governments to foster certain kind of industries, 
with clear incentives and disincentives pushing national economies in 
certain directions. 


With organizations like the IMF pressuring many Muslim countries to 
develop certain industries and repay debts, investing in the long and 
laborious development of the infrastructure essential to manufacturing 
communications technology simply is not viable in many countries. The 
funds are just not there, and this is no accident. 


Even if some dynamic individuals tried to establish such industries 
independently of the mandates that are forced on national governments, 
in most countries, authoritarian governments can simply seize the 
infrastructure and redirect it to their own purposes. And all too often, the 
regimes ruling Muslim countries appropriate the wealth of their citizens in 
order to keep up with interest payments on debt. 


So we are stuck in exactly the position that the major industrial powers 
want us- dependent on purchasing their products. 


The Solution 
Let's review a few of the things cryptocurrency allows us to do: 


e We can send money anywhere where there is internet. 

e We can send money in any amount, from fractions of a penny 
to billions of dollars. 

e We can issue certificates of ownership that cannot be forged 
our diluted. 

e We can document every transaction that a person makes, and 
make it available for all to see, with no possibility for the record 
to be changed or compromised. 


Many who have tried to do business in Muslim countries have simply 
given up due to the bureaucracy and corruption involved. A look at tariff 
rates in many Muslim countries also illustrates how much efficiency can 
be lost with imports and exports, and favorable prices for importing and 
exporting goods are essential for competing with global economies of 
scale. 


This gives countries like Russia, the United States, China, or the 
European Union a clear advantage over smaller or more fragmented 
nations. Concentrating this much economic power in a single unit allows 
for the manipulation of industries by means of subsidies or other 
incentives, which translates to a lot of power. 


Achieving this level of unity has a number of requirements. A common 
language, common standards for accounting and taxation, and free 
movement of goods and people within a large area with a diverse array of 
resources. It is no coincidence that some of the largest corporations in 
the world were started in the United States. The stock exchanges of the 
United States allow start ups to draw on the capital reserves of the 
world’s largest national economy. 


To bring the discussion back full circle, think of Tahrir Square again- the 
transformative power of collective willpower. | personally do not condone 
these types of political demonstrations, but the power that is harnessed 
by these means is undeniable. 


What the world’s most powerful nations do is establish a common place 
for gathering- this space consists of territory, a homogenized national 


identity and economic space. In the case of the Muslim ummah, we 
already have a strong foundation for a national identity. We have a 
common history, and shared beliefs, and although there are constant 
disputes, our commonality is far greater than our differences. 


In the case of Egypt's revolution, the power that drove the change was a 
crowd, but the tools it was using were pretty crude- storming government 
buildings, throwing rocks, or beating and killing police. 


Flash mobs have been used with some effectiveness as a form of protest 
to exert political pressure by disenfranchised citizens. A large group can 
communicate and organize to meet at a specific location at an exact time. 
In this way, a large crowd can form within a matter of minutes that is 
capable, for example, of overwhelming security and storming a building 
before a response can be organized. 


Normally, opponents to such projects would have to go after the leaders 
of such a project to shut it down, but if there are only small financiers, 
and the financiers are spread out over two dozen nations, it's much 
harder to stop. 


It’s understandable that some oppressors don’t want to see Muslims with 
the capacity to organize economically. The United States constitution 
established the right to assembly, because it was understood that people 
gathering is a major counterbalance against oppression. And gathering is 
what Muslims are commanded by Allah to do, at least 5 times a day. 


There is a multiplier effect when people put their energy together- the 
whole is greater than the sum of the parts. The Islam that people are 
allowed to practice in Egypt, and many Muslim areas today, is a stripped 
down version designed to prevent any challenges to the overarching 
power structure that has covered the entire world in its grip. The single 
greatest means of challenging this web of corruption, or fasad, is the 
pooling of human energy. 


There is no substitute for collective physical presence, but money may 
well be the next best thing. There is hardly anything that preoccupies 
people's minds and time more than money, and as such, it is a potent 
vehicle for human energy. Like direct action against a government, 
money can also add to the motivation of the participants by directly 
yielding tangible and immediate improvements to their situation. 


The Swarm Takes Flight 


What could a financial flash mob formed using cryptocurrency do? Not 
storm a building, but they could take advantage of the kinds of 
opportunities that are usually snapped up by large corporations with more 
resources. 


Many large corporations owe much of their present dominance to the 
creative manipulation of regulatory variation between jurisdictions. A 
corporation may have its headquarters in the Caribbean for financial 
purposes, its main office in Europe, and its production in India, leveraging 
advantages of different legal systems and localities. 


This has given large corporations a major edge over smaller businesses, 
and it is usually next to impossible for smaller businesses to leverage 
these same kinds of advantages. There are many barriers to establishing 
operations in different countries, both legal and logistical. 


But now barriers to moving, storing, and receiving capital are decreasing 
with the rise of low-friction cryptocurrency, and this situation is changing. 
Even very small ventures may soon be able to relocate to jurisdictions 
with lower taxes, and networks of individuals may be able to better 
coordinate from different locations. For participants in cottage industries, 
relocating frequently to take advantage of sudden political changes may 
make their small size a benefit rather than a liability, counterbalancing 
some of the advantages possessed by larger corporations. 


Building an international business of any kind has traditionally been 
highly dependent on high volume financing channels. For those who are 
already established in these networks, cryptocurrency is not especially 
interesting. The individuals who will gain most from a financing model 
based on cryptocurrency will be those with the strongest ability to 
mobilize strong social support. 


For example, consider the Somali community has been notable for the 
use of the hawala system, a money transfer system that has competed 
successfully with Western Union and other major remittance services. 
The secret to the success of hawala is the fact that Somali society is 
highly tribal, and members of the same tribe often know that they can 
trust each other because of a strong family bond. 


In the hawala system, cash moves back and forth based on a system of 
trust between different agents. Since money is moving both ways, two 
agents that work with each other generally only need to balance their 
books rather than transfer actual cash. If there is at some point a shortfall 
that needs to be covered, it could be covered by drawing upon further 
family connections, or an actual physical delivery of cash, which is rare. 


It's hard to extend this kind of a system beyond a particular ethnic group, 
because the trust is simply not there absent a tangible bond. However, 
where trusted relationships are established, they can act as conduits for 
connecting pools of capital between different ethnic and tribal groups- a 
community sanctioned, inter-tribal marriage would be an example of one 
way in which such a bond could be established. 


If barriers between tribes and national boundaries can be transcended, 
there is a very large field opened that could muster resources 
comparable to those that can be rallied by major financial institutions, 
making possible the kind of economy of scale that is currently the sole 
domain of large corporations. 


In this way, a multitude of small financiers can pool together to form a 
large entity. 


Such an entity is also harder to break up, because like a swarm of birds 
or fish, it can disperse when attacked and quickly regroup. 


The likeness of a swarm composed of many small creatures defeating a 
much larger opponent is exemplified by the 105th surah of the Holy 
Qur'an, Al Fil (the Elephant). 


The surah describes an amazing event that took place in the year of the 
birth of the Prophet, sal Allahu alaihi asalam. A king sent an army with an 
elephant to destroy the Kaaba, the holy sanctuary of Mecca, in order to 
divert lucrative flows of pilgrims to his own church in Yemen. 
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“Have you not considered, [0 Muhammed], how your Lord dealt 
with the companions of the elephant? 


Did He not make their plan into misguidance? 
And He sent against them birds in flocks, 


Striking them with stones of hard clay, 


And He made them like eaten straw.” 

The elephant hesitated before reaching the Kaaba, and a swarm of birds 
appeared and began dropping small stones from a great height, raining 
destruction on the invading army. The army dispersed, and of course, the 
Kaaba remains until today as the holiest site in the world. 


In this story is an example of the ability of a multitude of the small to 
defeat a large and powerful opponent. A single bird would have no 
chance against an elephant. When even small Asian elephants go on 
rampages, which occasionally happens in countries like India and 
Thailand, they can wreak havoc, killing and maiming dozens before they 
are stopped. By comparison, a small bird hardly seems threatening. Yet, 
the ability of a large number of birds to coordinate makes them into a 
formidable force. 


Chapter 9: Decentralized Work as a Path 
to Independence 


“Don't depend too much on anyone in this world, because even your 
shadow leaves you in the darkness.” 


-Ibn Taymiyyah 


| was recently in Indonesia in the city of Banda Aceh, and | met with a 
colleague in a cafe. We were chatting about cryptocurrency, and he 
asked me if | Knew about Steemit. | told him | did, and he told me that the 
cafe fills up every night with Steemit users who came to get on the WiFi 
and post content every night after work. 


Steemit is an application that has gained popularity with some members 
of the cryptocurrency community- it’s a blogging platform, where content 
that is appreciated by users earns cryptocurrency for the person who 
posted it. 


He introduced me to one of the Steemit contributors, and | asked him 
how much he would earn in a night of posting on Steemit. He told me the 
amount was around $1 dollar. 


Now, sitting for hours, looking for content and posting it for a dollar a 
night doesn’t sound like a very good deal to me, but the minimum wage 
in Aceh is around $180 a month. Most jobs require working 6 days a 
week, and 10 hour days, which works out to an hourly wage of around 
$0.70. 


So spending a couple of hours a night on Steemit looking for and posting 
content could be kind of entertaining, and could boost give you a 10-15% 
boost to your salary. If you sit around surfing the internet at night is your 
idea of fun anyway, it might be a pretty good deal. 


We are not talking about one or two Steemit contributors- we’re talking a 
whole cafe full, and this is just one medium sized city in Indonesia. It 
means there is a huge labor force of people looking to make a little extra 
money, so why couldn't that force be used for something even more 
useful than posting interesting content on Steemit? 


There are some bold claims circulating these days- “65% of the jobs that 
will exist in 20 years don't exist today,” and “Automation threatens 800 
million jobs.” Companies like AirBnB and Uber are creating new income 
streams, while traditional, 9 to 5 jobs with benefits are steadily 
decreasing in number. 


Instead, work is increasingly compartmentalized into small tasks which 
are contracted out to workers without a fixed position at any company, 
but who work for a range of different employers. This has been termed by 
some as “the gig economy.” 


Many proponents and critics have weighed in on these developments. 
John Mcafee, a cybersecurity tycoon and outspoken advocate of 
cryptocurrency was quoted as saying: 


“The gig economy is empowerment. This new business paradigm 
empowers individuals to better shape their own destiny and leverage 
their existing assets to their benefit.” 


British journalist Tina Brown described the gig economy a bit more 
Critically. 


“In today's gig economy, where jobs have been replaced by ‘portfolios of 
projects,’ most people find themselves doing more things less well for 
two-thirds of the money.” 


It's not the aim of this book to try to weigh whether this development is 
positive or negative, or whether the positive outweighs the negative or 
vice versa- this is far too complex or contentious a topic. It is enough to 
recognize that this is happening, and that one way or another, we have to 
deal with it. 


What we can say for sure, is that anyone who has a job that can 
conceivably be done by machines may soon have to look for a new job. 
This includes probably just about any manual labor or manufacturing, but 
also food service workers, drivers, and lawyers. Even militaries are 
increasingly automated. 


At the same time, income differentials between regions will gradually be 
replaced by a massive, global underclass. Many minds are already 
working on solutions to the problem of how to deal with all those who will 
end up unemployed as a result of automation; modernity trying to find a 


solution for falling victim to its own success. 


Major changes always come with challenges and opportunities. As it 
turns out, it may be that banker is one of the professions that is likely to 
become obsolete as a result of technological advancement. Already, 
algorithms are able to beat many loan officers in finding qualified 
borrowers. Personal checking and savings accounts are shifting to 
mobile apps, and financing is increasingly sought on peer to peer 
platforms. 


So we know a bit about the downside of these developments, but 
wherever there is crisis, there is also opportunity. This is something we 
should consider not just as individuals, but also as a community. How can 
we navigate the shifting tide of the world economy to empower and unite 
the Muslim ummah? How can our individual actions and choices 
contribute to this process? 


Cryptocurrency is one of the most promising areas in this regard, 
because it relates to money, which affects every industry. 


With every person who, whether nervous about the expansion of the 
money supply and inflation, or greedy for potential gains, moves money 
from central bank money to Bitcoin, the value of the old paper money 
decreases and the value of the new digital money increases. We don't 
notice the value of the central bank money decreasing because the 
process is gradual. If you were to take a cup of water out of a lake, the 
change in the amount of water in the lake would not be noticeable. 


If you take a cup of water out of a small bucket, however, you might see 
the difference immediately. This is why cryptocurrency markets are very 
volatile compared to the traditional currency markets. For one, the supply 
is often fixed, which does not allow central banks to counterbalance 
events by loosening or tightening monetary policy. With almost anything 
else traded on markets, production can increase or decrease to match 
demand. With most cryptocurrencies, the supply is determined by a 
protocol, long before any of the events that eventually affect demand for 
the currency. 


This is an extremely challenging field. Because it is so abstract, it is very 
difficult to estimate the value. Money and finance is truly a game of 
smoke and mirrors, where billions of dollars in value can disappear in an 


instant. 


As the financial sector is seriously disrupted by cryptocurrency and other 
developments, there is no telling how much of the value of the sector will 
disappear in the process, because no one really knows how much of that 
value is real and how much is imaginary. Historically, the bigger the 
financial sector's grows as a percentage of the economy, the more likely 
a financial crisis becomes. This is because itis much easier for 
distortions to appear in the value of abstract assets. 


Even without distortions, however, there is still a clear need for the 
financial sector. At present, careers in the financial sector are among the 
most lucrative professions, but once the financial sector is thoroughly 
disrupted, it may be that working in finance becomes no more well 
compensated than any other middle class clerical job. 


Or perhaps financial sector jobs will disappear entirely, leaving those 
tasks that cannot be automated to be distributed to a wide variety of 
players in their spare time, in so-called “side gigs.” 


As steady employment becomes increasingly scarce, it may be 
necessary for more and more people to have multiple streams of passive 
income. From the Islamic perspective, the ideal is if these streams of 
income could be doing something meaningful and beneficial society, and 
that increases social connections both with local family and community, 
and the broader ummah. If we were to choose an industry to disrupt, 
finance would be an excellent choice, because it reguires little or no 
infrastructure, as it is primarily a service based industry. 


Cryptocurrency as a Decentralized Enterprise 


There are certainly individuals who have been gifted by Allah with a large 
share of iman, who are willing to face hardship and uncertainty in the 
path of Allah, relying on Allah alone. There are many other Muslims, 
however, who are held back from taking action by fear of poverty. Allah 
says: 


iia ZOO PLAN gii GU Aa Sa 
ale aal g alg “Dads 


“Satan threatens you with poverty and orders you to immorality, 
while Allah promises you forgiveness from Him and bounty. And 


Allah is all-Encompassing and Knowing.” 


The reality is, we are all continuously struggling with the whisperings of 
Satan, and the extent to which we are able to overcome these 
whisperings is according to the amount of mercy that Allah grants us. 
However, Islam is a religion that was revealed in steps, and likewise, we 
can only implement it in stages. Before we are allowed to reach a high 
spiritual level, we must purify ourselves by Allah's permission, and an 
essential part of this purification is to live from halal wealth. 


The key to increasing our faith, and thus reaching a level where we can 
face the fear of hardship that comes with taking real action against 
oppression, is to reduce the number of sins in which we are engaged. So 
many jobs today are immersed in sin, whether mixing of men and 
women, obligatory insurance, selling alcohol, or worse. New forms of 
earning in a halal manner may be an important step for Muslims who are 
unable, whether for material or spiritual reasons, to make the leap 
towards escaping slavery in the interest based system. 


Many Muslims may realize their jobs are haram to some extent, but they 
are not at a point in terms of faith where they are ready to simply quit 
their job because of this. They might be willing, however, to take another 
job, even if it pays less, if it were both halal and clearly beneficial to the 
Muslims. 


Such a solution may be found in Bitcoin's mining system. The Bitcoin 
network is still tiny expressed as a percentage of the world financial 
system, but the mining function has turned the Bitcoin network into a 
juggernaut of computing power that is now vastly more powerful than all 
the most powerful supercomputers in the world, combined. 


Bitcoin currently generates 12.5 Bitcoin per block, and the rate of new 
blocks averages one every 10- 15 minutes. This translates to 
approximately 1200-1800 Bitcoin a day. At the time of writing, the market 
price is around $4000 USD, which means the total rewards issued to 
miners on a daily basis is somewhere in the range of 5-7 million USD. 


Anyone can join the network and start mining, so it's easy to see how the 


network got big. This is a self-reinforcing cycle- as more miners join the 
network, it becomes more difficult to produce Bitcoin, which further 
increases the value. 


This has led many to question the wisdom of the system. Most people, on 
first glance, think that Bitcoin as a currency is intangible and that this is 
somehow a problem, leading to statements like “It's not real.” or “It's not 
backed by anything.” This is because the market dynamic underlying its 
value is not readily apparent. In fact, itis the mining network that “backs” 
Bitcoin. 


Many have lamented that the network consumes so much electricity, 
although most such critics tend to overlook the vast utility it brings. There 
are valid discussions, however, that this energy consumption could 
somehow be put to better use. One alternative cryptocurrency called 
Primecoin uses the computing power of the mining function for the 
discovery of new prime numbers, which have applications in computing. 


The example of the Steemit cafe points toward another possibility, 
however- using social activity to back and secure the network. 


Clearly, the Muslim community is not particularly well endowed when it 
comes to computing power. The last chapter mentioned that China has 
developed a level of dominance over the production of Bitcoin by being 
able to produce computer chips more cheaply than in any other country. 


The Muslim lands are rich in many materials, but the singular wealth 
common to all Muslims is our people, and more than our people, the 
connections between them. 


When | first visited Afghanistan | was amazed by how strongly connected 
the families were. | saw relatives greeting and hugging each other every 

day, while in America | was used to seeing my relatives only two or three 
days a year, stressed out on Thanksgiving and Christmas. 


Modern thought attempts to teach us that this high level of bonding within 
families is worth nothing at all, because it cannot be quantified. But in the 
age of big data, that could be changing. 


It was recently announced that Reddit, an online discussion forum, was 
going to begin being publicly traded on financial markets. This 
announcement also revealed that value of its users, per user, was not 


nearly as high as other social media platforms- Facebook being the most 
valuable social media platform per user. This led me to ask why this 
might be. 


Part of this disparity could be accounted for by the network effect, which 
states that the bigger a network becomes, the greater its utility will 
become- and Facebook has a much larger user base. 





Illustration of exponential increases in utility of networks as they grow. 


Another possible explanation is that the social networking aspect of 
Reddit is very limited. Most discussion is arranged according to topic. 
Facebook, by contrast, emphasizes family and friend relationships, 
supports the generation of groups, and of course, they collect data on 
every single interaction that takes place. 


Remember the discussion of social lending approaches in Chapter 3. 
What makes some of these approaches so effective is leveraging the 
relationships of the borrowers; you can tell a lot about a person by how 
they interact with others, and the tighter the social network, the more data 
there is on interactions. 


The main source of the value of data so far has been advertising, but if 
the trend of these same data being used in finance continues, the value 
of the data is likely to increase. 


It's important that awareness of this value also grow, because while the 
ownership of data may not be clear, each and every one of us can have 
an influence on where our data are collected. | say that ownership is not 
clear, because data is generated by way of our interactions with each 
other, so it may be that data should be regarded as a public domain, 
much like international waters or airspace. 


The expression “data is the new oil,” has been popularized recently, but 


data, unlike oil, is much more difficult to steal by force. Since data is a 
collective good, it is not only our own to decide what we do with it, it is 
also a wealth that comes with responsibility to those with whom we 
generate it. 


By utilizing a distributed network as the basis for a suite of applications, 
the value of our data could be represented as a digitally. This concept is 
the main topic of Part 3. 


There are many means by which such a system could be used to 
generate extra income for users. Involvement in the consensus process 
of the network is the most obvious application at present, but as part of a 
financial network, it could also be possible to use local knowledge to help 
investors around the world assess the viability and profitability of 
ventures. There are other potential functions that could theoretically also 
be turned into income, which will also be explored in Part 3. 


A major advantage to an approach like this is that it probably has more 
potential to unify the Muslims than any political movement. An endless 
stream of ideological disputes splinters most Islamic political movements, 
and these are also intentionally aggravated by well-funded enemies. The 
many political failures of Islamic history are perfect examples of argument 
attack surface's ability to undermine unity. 


With a financial network focused primarily on economic unity, however, it 
would be possible for Muslims to join forces without any discussion of 
politics necessary. 


That's not to say that political unity is not important- it clearly is, but we 
are also clearly not there yet, and we should use whatever means 
available to fulfill the pre-conditions to this political unity. The economic 
well being of our community, after knowledge and correct implementation 
of the religion is surely one of the major pre-conditions, and | believe that 
the life of the Prophet, sal Allahu alaihi wa salam, points to this 
conclusion. 


Chapter 10: Can Cryptocurrency Be Used 
to Revive the Sunnah? 
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Narrated Anas bin Malik: 


"The Messenger of Allah (sal Allahu alaihi wa salam) said to me: 'O my 
son! If you are capable of (waking up in) the morning and (ending) 
the evening, while there is nothing of deception in your heart for 
anything, then do so.' Then he said to me: 'O my son! That is from 


my Sunnah. Whoever revives my Sunnah then he has loved me. And 
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whoever loved me, he shall be with me in Paradise. 


What has been called the “Arab spring” witnessed the use of internet 
technology for the organization of crowds, but this is just a small preview 
of the kind of organizational power that can be mustered by what is being 
called “the internet of value.” 


Technology alone, however, cannot allow us to reach the level of 
cohesion necessary to face our enemies. We need resources, and 
beyond resources, we need the will to direct these resources in the right 
direction. 


We don't need a modern, Western standard of living, complete with all 
the gadgets and luxuries, but social pressure means getting disrespected 
or regarded as “strange” if you don't have these things, so we have come 
to view them as necessities. 


It would be nice if everyone could just overcome this pressure and accept 
to live as the first generations of Muslims did- in voluntary austerity, with 
all effort going towards building eternal wealth, rather than worldly wealth 
that decays with time. But the stark reality is that it is simply not going to 
happen- many of us have indeed been deceived by the life of this world. 
Even though many of us realize this life is only a test, we still constantly 
forget as we get caught up with the flow of the world around us. 


One possible solution to this predicament is to revive the sunnah of 
earning a living. Consider both the real purpose and the effects of the 
early battles of Islam. 


The expeditions of the early Muslims simultaneously supported the 
prestige, the security, and the economy of the early Muslim community. 
The hostile Quraish polytheists were actively seeking to wipe out the 
Muslim community, and enriching themselves at the expense of the 
Muslims by seizing the property of the Muslims. 


Do you see any analogues to today? 


The expeditions of the Prophet, sal Allahu alaihi wa salam, were aimed at 
disrupting the economic strength of the same cruel people who had been 
relentlessly tormenting the Muslims for over a decade. While always 
seeking to minimize loss of life on both sides, these early battles 
strengthened the Muslims economically while weakening their enemies. 


Today, most Muslims are forced to practice a variant of Islam that allows 
us no political right to self determination, where we must accept a 
subordinate status to the nations that invade and occupy our lands and 
that profit from looting our natural resources, polluting our culture, and 
controlling strategic areas within our lands. Islam's essential nature as a 
guiding principle of government is consciously and actively suppressed. 


Clearly, this watered down Islam can only be acceptable to either 
someone with ignorance of the religion, or a hypocrite, although any of us 
may have hypocrisy lurking in our hearts. 


But given the methods used today, how could we replicate the methods 
of the Prophet, peace and blessings of Allah be with him, and his 
companions, may Allah be pleased with them all? 


One of the things that is important to understand, is that while the early 


Muslims sacrificed their lives and wealth to elevate the word of Allah and 

spread justice and light, they also made clear gains in the process. Islam 

is not a religion of self negation- it is a religion that calls us to control our 

desires, not eliminate them. There is nothing wrong with wanting to make 
a living and raise a family- and this is in fact the sunnah, and the example 
which nearly all of the sahaba, radhi Allahu anhum, followed. 


The first generation of Muslims took risks, and defended the community, 
and many of them made the ultimate sacrifice and in the process attained 
the great status with Allah. In making this sacrifice, they enabled victories 
that not only elevated the religion, shielded the ummah, and debased the 
oppressors- they also bolstered the finances of those who remained in 
this world by helping them capture wealth from the enemy. 


Surely, it's a sad thing to see when religion becomes nothing more than a 
means of earning money or worldly status. If, however, our efforts to 
practice Islam are not yielding fruit in terms of material wealth, it is safe to 
say that we are not following the sunnah. 


It is a lot more reasonable to ask people who have families to make 
sacrifices in terms of their wealth if they at least have a chance of 
covering their expenses, if Allah decrees that they are to remain in this 
world. 


When people went to Tahrir Square in Cairo and overthrew Mubarak’s 
government, whether their motivation was ideological or worldly, no one 
in those crowds was working or earning money, aside from a few looters- 
in fact, many people left work to participate in the demonstrations. So we 
cannot really say that this movement adhered to sunnah of challenging 
the oppressors. 


Now, if we were to literally follow this sunnah, it would actually mean 
taking up arms, challenging oppressive polytheists and taking their 
wealth as booty. The Prophet, sal Allahu alaihi wasalam, said: 
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"My livelihood is under the shade of my spear, and he who disobeys 
my orders will be humiliated."” 

The nature of warfare, however, has changed substantially as a result of 
the current wave of technological development. Warfare now takes place 
on many levels; even food and medical aid is now part of military 
strategy, with many strategists calling for the use of foreign aid, 
particularly “education,” as a means to reduce resistance to imperial 


. š . . ; 51 
aggression and plundering in Muslim countries. 


For example, as discussed in Chapter 1, flooding an economy with cheap 
or free food can drive local farmers out of business, thus weakening the 
autonomy and productive capacity of the land and deepening 
dependence on a foreign power. Medical care can also provide short 
term symptom relief while decreasing overall immunity. When the first 
wave of free medication runs out, recipients of the “aid” are then forced to 
purchase the medications, which of course are primarily produced in the 
homeland of the colonizers. 


While this “aid” helps advance the strategic and military goals of the 
occupiers, it also allows them to adopt an attitude of moral superiority 
which demoralizes the target population. They convince the target 
population that they are really underdeveloped and that the 
magnanimous occupiers, overflowing with kindness and generosity, have 
come to save them from their miserable existence. 


This leaves the Muslims in many countries genuinely believing they are 
inferior, and as such unwilling to even attempt to challenge the 
dominance of the colonists. How can you believe that you can defeat a 
superior nation, and if you believe they are superior, why would you even 
want to expel them when you can benefit from their assistance? 


This is why “education” is also key- it teaches many Muslims to believe in 
the superiority of the polytheist way of life. 


Of course, Muslims who understand their religion will be immune to this 
propaganda- we know that our babies who die can be a means of our 
entering paradise, so we understand that having a lower infant mortality 
rate by no means indicates superiority. 


The Prophet, sal Allahu alaihi wasalam, said: 
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“By the One in whose Hand is my soul, verily the stillborn fetus will 
drag its mother into Paradise by the umbilical cord if she accepts 


it” 
Nor does a longer lifespan or lower infectious disease rates indicate any 
superiority either: 
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"No fatigue, nor disease, nor sorrow, nor sadness, nor hurt, nor 
distress befalls a Muslim, even if it were the prick he receives from a 


thorn, but that Allah expiates some of his sins for that." 


So in reality, what are often called “developed countries” are really 
countries that are ignorant of the reality of this life, and have foolishly 
chosen to trade the hereafter for the worldly life. Certainly such deluded 
individuals should have no part in educating our children, although they 
might benefit from our pity. 


Allah described the condition of those who accept only the parts of the 
revelation according to their desires as follows: 
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“Those are the ones who have bought the life of this world [in 


exchange] for the Hereafter, so the punishment will not be lightened 
for them, nor will they be aided.” 


Besides the fact that those who obsess about material progress and 
consider themselves superior because of it are often spiritual failures, this 
material progress is illusory in the long term. The problem of 
sustainability remains fully unresolved, and the entire technological 
system of the world order is highly subject to collapse, which, if history is 
any indicator, can quickly erase all of this progress and more than 
counterbalance is with suffering and death. This was already illustrated 
by World War 2, and the dominant order is currently busy gleefully setting 
the world up for tragedy on an even bigger scale. This should add to our 
awareness of just how important it is to establish Islamic governance as 
an alternative world order. 


What all of this should illustrate is that warfare in the modern era does 
not necessarily refer only to violence. Or as the German general Carl von 
Clausewitz put it, 


“War is a continuation of politics by other means.” 
The Essence of the Sunnah 


There is blessing in every sunnah. As with any aspect of the religion, 
there are both inner and outer expressions of the sunnah. For example, 
as in the hadith cited above, honesty of the heart is an inner sunnah. An 
outer sunnah might be, for example, wearing a turban, or using the siwak 
to clean the teeth. The siwak is the outer sunnah, but the cleanliness of 
the mouth is the inner sunnah. 


When we look at the outer sunnahs of warfare, they might include riding 
a horse or camel, owning multiple weapons of different types (the 
Prophet, sal Allahu alaihi wasalam, owned multiple swords and spears), 
or wearing a helmet. 


If we consider the inner essence of what was accomplished by these 
means, however, we see that the aim was to economically weaken those 
who had stolen from the Muslims by seizing their wealth, and to distribute 
that wealth among those in need. 


In some ways, the development of Bitcoin has parallels to this process. 


Like the battles of the early Muslims, it requires faith and tolerance for 
facing risk- one of the major characteristics of participating in 
cryptocurrency is the volatility, where it is not uncommon to lose 80% of 
the value of your assets in a matter of months. There is also the potential 
for tremendous gains, however. 


When the price of Bitcoin skyrockets, where is this value coming from? 
Simply, it comes from more people wanting to buy Bitcoin than want to 
sell it. 


People perceive that Bitcoin has many of advantages, which it does. It 
can be used to store wealth in your mind, making that wealth much more 
difficult to confiscate. It cannot be hyperinflated into oblivion. It can be 
sent instantaneously anywhere in the world. It can be easily divided into 
tiny fractions. It can be used to make purchases from parties that do not 
want their identity to be known. And its value increases as more people 
demand it due to all of these properties. 


Some people buy Bitcoin because they simply hate the banking system 
and want to see it end. 


As the rate of Bitcoin production remains fixed and it's total supply is 
known, the value increases as more people demand it. This is a process 
of value, or economic wealth, leaving central bank currencies and 
entering cryptocurrencies. At some point, cryptocurrency is likely to grow 
enough that the value leaving fiat currency becomes perceptible, and that 
could very well be a tipping point that sees the international currency 
regime collapse. 


This process is sure to continue, because it offers a clear way out for 
countries suffering from currency crises, and currency crises are one of 
the main control mechanisms for maintaining the dominance of 
colonizers over colonized. 


Severe inequality is not a natural condition; it requires energy to establish 
and maintain. The wealth of the dominant powers today is directly 
dependent on exploiting weaker countries (many of which are Muslim 
majority areas) and if those countries were to have strong and stable 
economies, this situation would change. 


This is in part because colonial economies like the US or Western 


Europe are heavily dependent on cheap labor from place like Africa or 
the Indian subcontinent for businesses located their to be profitable. 
Many of these exploited countries are Muslim majority, so a unified 
Islamic state would pose an existential threat to these colonial nations, 
even if there were no military action against them, because it would 
strengthen the position of exploited countries in negotiating labor rights. 


The important thing to understand is that high inflation and currency 
instability in some countries are necessary for the functioning of the 
global economy, so they are not going to go away any time soon. Inflation 
and instability will also drive adoption of cryptocurrency. The entire 
house of cards collapses if the cycle of weakness and exploitation is 
broken. 


So with regards to our economic system, what does it mean to follow the 
sunnah? Considering the life of the Prophet, sal Allahu alaihi wasalam, a 
few points stand out: 


e Withdrawal from the polytheist society which regards 
detrimental practices as lawful and oppresses the Muslims 
(immigration). 

e Undertaking actions which weaken the polytheist society and 
strengthen the monotheist (ie. Muslim) society. 


It seems that cryptocurrency can facilitate both of these processes. First, 
it allows non-participation in the sinful practices that are regarded as 
lawful and hence have become regarded as obligatory in Muslim and 
polytheist societies alike, including use of debt based currency, and 
maintaining bank accounts and thus patronizing institutions that deal in 
interest. Furthermore, this can be offered to anyone, regardless of their 
location. 


Cryptocurrency is increasingly widely accepted around the world, so if 
someone is isolated or unable to carry out necessary activities within a 
Muslim network, transferring one cryptocurrency for another is 
straightforward, and Bitcoin is quite easy to exchange for central bank 
currency or other goods all around the world. 


Actively using this currency also weakens the power of central bank 
currencies and the entire global central banking system. It may be a tiny 


effect, but many tiny impacts can add up to form a big impact. In this 
sense, it weakens and removes wealth from the polytheists in a way not 
entirely dissimilar to the effect that the early raids of the Muslims on the 
caravans of the Quraish did. 


Bond of Brotherhood 


Another beneficial effect of obeying the command of Allah and struggling 
against oppression is that it creates a bond. Many soldiers returning from 
war have described that in the course of combat an incredibly powerful 
bond of brotherhood forms between the soldiers. 


A small action like choosing to use a different economic network is 
certainly nowhere near the level of facing death on the battlefield, but 
nonetheless, a common currency also creates a bond. This is why 
national currencies are usually covered with pictures of symbols that 
represent the national identity. 


By printing certain symbols on the currency, the values of the society are 
constantly reinforced, day in and day out. When we signal our willingness 
to accept that currency, we also signal that we recognize its value, and 
implicitly, the value of the symbols that are underlying it. In the case of a 
currency that is not universally accepted within a certain geographic 
region, using a “minority currency” can also be a real means of bonding. 


When | first became a Bitcoin advocate, | started buying and selling 
Bitcoin whenever | could. This brought me into contact with a certain type 
of person, and these people were usually quite unique, and all of them 
had an affect on me. In this way, my identity shifted in subtle ways, 
making me more of a “Bitcoiner.” 


Because our lands have been cut into pieces and fragmented, and the 
Muslims have intentionally been scattered to prevent us from 
concentrating our strength, a literal return to the sunnah is not always 
feasible, and widespread attempts to implement it could further isolate 
and weaken us. 


By literal return to the sunnah, | mean the direct bartering of goods using 
grains, livestock, gold, and silver. All of these commodities are far less 
volatile than cryptocurrency, and are also immune to the robbery by 
means of inflation that is typical of central bank, paper currencies. This is 


undeniably superior on many levels, but none of these traditional moneys 
can be used for the kind of trading that a unified Muslim ummah would 
require in the world today. Cryptocurrency can. 


There is evidence that central bank money is indeed linked to military 
capacity. The current, floating dollar system was established in part due 
to the need to expand the money supply in order to finance the Vietnam 
war. This move was only possible because the US dollar was already 
entrenched as the default world reserve currency. 


In case you were wondering where the wealth that bleeds out of central 
bank currencies goes, American military adventures around the world 
(including the lands of the Muslims) is a good place to start looking. 
There is a strong case to be made that action on the level of currency 
does have a connection to military action, and that it would weaken the 
economic and military capacity of the polytheists while increasing the 
economic and military capacity of the Muslims. 


It would also provide a livelihood to the Muslims, because those who 
store their savings in the currency will see it increasing in value as more 
Muslims chose to store their wealth in the currency. So in a very indirect 
way, it also has the potential to provide a livelinood to the Muslims at the 
expense of the polytheists- which is agreed by many jurists to be a 
sunnah method of earning a living and among the best forms of wealth. 


In addition to this, it has an element of enjoining the good and forbidding 
the evil. Every time you ask someone if they accept Bitcoin, you are on 
some level telling them that there is something wrong with the monetary 
system and you prefer not to use it. 


| am not suggesting that cryptocurrency is an ideal solution by any 
means, but it is poised to bring about a transformation in society and a 
redistribution of power. How this transformation plays out is up to its 
participants. It's also part of the sunnah to use whatever means are 
available for the benefit of the ummah, so all in all it seems it would be 
foolish for the Muslims not to at least try to use this opportunity to reclaim 
our own economic power that has been co-opted by the central banks. 


Conclusion 


In this section, I’ve attempted to spell out how building and participating 


in the cryptocurrency community can help to transfer power from some 
very oppressive structures to a broader base. I've attempted to make the 
argument that this has major implications and that we should view the 
financial revolution taking place in cryptocurrency as an opportunity to 
move towards greater unity and autonomy for the Muslims community. 


Itis my intention to rally Muslims to support cryptocurrency and shun the 
polytheist controlled financial system that has a chokehold on the world. 
We are commanded to call others to good and speak against or stop evil, 
and the financial system under which most of the world is living has 
without a shadow of a doubt become an instrument for evil. We cannot sit 
idly by and accept this state of affairs as “normal,” or justify our 
participation in it as being obligatory now that there is an option that looks 
to be both spiritually and materially superior to the status quo. 


Just as has happened in the past when Muslims have adopted new 
technologies, there are a number of concerns that come up, including 
major questions relating to fiqh (Islamic jurisprudence). 


In an attempt to increase credibility to this call, the following section 
discusses some of the common misunderstandings surrounding 
cryptocurrency, as well as the purpose and intent of the regulations 
surrounding the relevant injunctions. 


Islamic jurisprudence is generally considered to be a field requiring 
expertise and rigorous training, so | don't claim that anything | write here 
should carry any legal weight. Rather, it's my hope that this book can 
serve to stimulate discussion by those with more qualifications, 
broadening the perspective of those who may have better understanding 
of fiqh while being less well versed in technology, politics, or economics. 
I'm only sharing my thoughts because of the deafening silence on many 
of these issues. 


If the first section was concerned with why we should care about 
cryptocurrency, the rest of the book is about how we should go about 
using it according to the shariah. Some classically trained scholars have 
already come out in favor of Bitcoin, and for those who accept their 
judgment, there remain many questions within the field. 


Where | might have some qualification to offer my opinion, is my own 
area of study, which is primarily the study of politics, economics, and 


societies. For example, within the world of cryptocurrency, many debates 
center around centralization, usually with regards to the long term 
survival of the network. 


If we consider that political and economic power are increasingly 
interwoven with technology, slight nuances or variation in the technology 
may have far reaching political and economic consequences that need to 
be considered before committing resources to a certain course of action. 
With the permission of Allah, this discussion may help to move towards 
established guidance for Muslims wishing to work with cryptocurrency. 


Part Two 


Cryptocurrency in Shariah 


Chapter 11: How Islamic is Bitcoin? 


“The Times 03/Jan/2009 Chancellor on brink of second bailout for banks” 
-Satoshi Nakamoto 


This digital message, a copy of a newspaper headline, was included on 
the first block ever issued on the Bitcoin blockchain, known as “the 
genesis block.” 


This sends a strong message as to the purpose of Bitcoin. It was a 
response to the abuses by both governments and financial institutions, 
robbing the wealth of the people in the form of inflationary monetary 
policy. 

So the main purpose of Bitcoin is to protect the property of individuals, 
which is also one of the purposes of shariah. Protect from what? From a 
form of hidden taxation. 


The famous Muslim scholar Ibn Taymiyyah is noted as an early scholar 


who criticized debasing currency.” This is in spite of the fact that he was 
not an economist, but a jurist and theologian. Adam Smith, although now 
considered to be an economist, considered himself first and foremost a 
moral philosopher. At its roots, the field of economics was not intended to 
maximize profits, but rather to maximize the well-being of society, and as 
such it was considered as an innately moral and religious field of 
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inquiry. 


The debasing of currency is a method which involves both dishonesty 
and theft. Lower value money is passed off as higher value money, 
effectively stealing wealth from the population that is using the currency. 
This is the core of the problem that Bitcoin was designed to solve. 


As with many revolutionary movements, more focus was initially placed 
on addressing the problems of the system, without realizing that the 
system is there for a reason, and, if destroyed, will have to be replaced. 
In the words of Nakamoto, Bitcoin was not intended to replace the 
present system, but rather to gain maneuvering room for a few years. 
Nakamoto also said: 


“Yes, [we will not find a solution to political problems in cryptography,] but 
we can win a major battle in the arms race and gain a new territory of 
freedom for several years.” 


Looking at the rest of Satoshi’s writing, it is clear the arms race he is 
talking about is the fight against oppressive governments, and he first 
posted the Bitcoin whitepaper on a group that was concerned with using 
cryptography for this purpose. 


In Satoshi’s eyes, it seems that Bitcoin is just one episode in an ongoing 
struggle against oppression. It is never assumed that it will be the 
ultimate solution or a new system, but rather a step on the path to 
something else. 


The initial impact of Bitcoin, on the surface, is that people anywhere in 
the world can exchange value with one another, and can store wealth 
that cannot be debased. This is also consistent with the view of Ibn 
Khaldun, considered by many to be the father of economics. Ibn Khaldun 
believed both the freedom of trade and the existence of a currency that is 
not manipulated by the state are two essential elements of the success of 
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a nation. 


Looking at the intention behind Bitcoin, we can say that there is more or 
less total agreement between the intent of Bitcoin and the aims of the 
shariah. But when it comes to the means by which that intent is achieved, 
it may be useful to look a little bit deeper into the ideas that inform both 
the purpose and the methods. 


The Ideological Roots of Bitcoin 


The movement that eventually led to the invention of Bitcoin was 
originally based on a group that formed on the early internet called 
“cypherpunks.” At this time, the US government wanted to restrict access 
to cryptography to the government, and to regulate ownership of 
cryptographic code in the same way that the ownership of military 
equipment is regulated. 


This is not entirely unreasonable, since cryptography can be a powerful 
tool for any purpose, good or evil. Ultimately, access to cryptography for 
the general public was allowed on the basis of freedom of expression. 
Even if there was intent to regulate it, information is inherently more 


difficult to control than material. The right to use cryptography was an 
early victory by activists who shaped the development of the internet. 


Anarchists and libertarians like those that formed the early Bitcoin 
community are not thought to have much in common with those seeking 
to establish Islamic law, but at the core, their motivation is the same. Both 
are motivated primarily by a desire for justice and the optimum wellbeing 
of human society; the main difference is the extent to which they prioritize 
individual over collective rights. 


If you trace the intellectual lineage of just about every scholar in 15th 
century Europe, you will find that without exception, they studied the 
works of Muslim scholars, whether in the fields of philosophy, rhetoric, 
mathematics, chemistry, medicine, or just about any other field. It was at 
this time that a new idea was introduced to Europe, an idea that had 
been present for centuries in the Islamic world but was quite foreign to 
Europe at the time- the idea of fundamental rights. 


While Western intellectual histories usually trace the notion of 
fundamental rights to ancient Rome and Greece, these ideas had largely 
died out in medieval Europe, and they were developed in part by the 
Salamanca school, a group of scholars centered around the University of 
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Salamanca near Madrid. 


The University of Salamanca was founded in 1134 on the Christian 
calendar, or 529 after hijra. 


The foundation of the university was shortly after the territory had 
transferred from Muslim to Christian rule. There is not necessarily any 
hard evidence of direct influence of Muslim scholars on the Salamanca 
school, but it is certainly suspect that Christian scholars who were until 
then not known for scholarship on fundamental rights would begin to 
articulate these ideas in an area that until very recently had been under 
Muslim rule. Since Islamic scholars of jurisprudence had already written 
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extensively on fundamental rights in the Iberian peninsula, — It is certainly 
within the realm of possibility that the it was ideas with their roots in Islam 
that inspired the Salamanca school, and there can be no question that 
Islamic philosophy influenced these thinkers, as was the case for 
practically all scholars of the era. 


The concept of fundamental rights and individualism ultimately led to the 


“Enlightenment” and the Protestant reformation,» because they 
emphasized an important notion- that there is a natural law to which all 
humans are subject- including kings and popes. And this natural law 
includes the command to respect the rights of others. 


It's understandable then that Muslims in the modern era have been 
attracted to constitutionalism and other products of the European 
enlightenment. The modern system of the nation-state does indeed 
contain Islamic DNA. The problem is that you simply cannot combine 
something pure and something impure- no matter how small the impurity, 
it will eventually contaminate the pure as well. A major part of 
‘Enlightenment’ thinking was based on ascribing divine properties to 
human beings, which presents a major challenge to Muslims grappling 


with the modern system.” 


This is why the Allah calls the Quran the furqan, or the criterion: 


ae pe Mia ta a a igur 
Ia Gaal OS ce ee ZI Ja AZ 
“Blessed is He who sent down the Criterion upon His Servant that 
he may be to the worlds a warner”? 


That is to say, we should not reject the morality of a movement rooted in 
the Christian, or any other tradition outright, rather we should filter it by 
the means of the criterion. 


This also applies to the cypherpunk movement. In essence, this 
movement was seeking to serve the same fundamental principles as 
Islam- namely, protecting the rights of individuals for the benefit of 
society. The main point of divergence between these paths are what 
constitutes an action that infringes the rights of individuals. 


In Islam, our understanding of harm encompasses the spiritual as well as 
the material, a dimension which is on the fringe of our perceptive ability. 
Certain actions that may seem like a matter of freedom of choice from an 
individualist perspective are actually violations of the rights of others in 
Islamic tradition. This is because the individualist view of the universe is 
simply not accurate- the boundaries between individuals are far less 


pronounced than Western philosophy would lead us to believe. 


This understanding of the world is reflected in the mode of living among 
Muslims as opposed to Christians. Bosnia, for example, is roughly half 
Christian and half Muslim, and a Bosnian friend of mine once told me that 
you could recognize if a village in Bosnia was Christian or Muslim by the 
amount of space between the houses- that is, the Muslims tend to live 
much closer together. 


Average and Median Square Feet of Floor Area in 
New Single-Family US Houses, 1973 to 2013 vs. 
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As seen in this graph, this emphasis on the rights of the individual exerts 
a steady pressure on society. Living in close proximity with others 
requires a person to subject their personal desires to the needs of those 
around them- perhaps you have had to share a bathroom or kitchen with 
multiple people before. This why we see consistently that the countries 
that are most influenced by the individualist philosophy of the European 
“Enlightenment” also tend to consume the most resources. 


Whenever considering the Islamic thought and European thought in the 
context of the cypherpunk movement, it may be useful to keep in mind 
the concept of the individual. 


Having established that the intention behind Bitcoin is compatible with 
Islam, and also keeping in mind the intellectual history underlying the 


development of this movement,we can move on to the method used to 
advance the core purpose. One of the first points to consider is one of the 
most commonly debated issues within the cryptocurrency community- 
methods of consensus. 


Chapter 12: An Islamic Perspective on 
Consensus Methods 


“In times of universal deceit, telling the truth is a revolutionary act.” 
-George Orwell 


Consensus simply means that all parties agree on something. Anyone 
who has any experience with politics knows this is much more difficult 
than it might sound at first. Indeed, Allah has said: 


Su ZE (KE ta ui GON Ak ADNa GI 
Yas ze JSI 


“THUS, INDEED, have We given in this Qur'an many facets to every 
kind of lesson [designed] for [the benefit of] mankind. However, 


man is, above all else, always given to contention”” 
Surah Al Kahf, 54 


Bitcoin has given us a solution by which everyone in the world can arrive 
at consensus on only 2 things- how many Bitcoin exist, and who owns 
them. As established in the last chapter, there is nothing contrary to Islam 
in this. The next question is how this is achieved. 


There have been a wide range of consensus methods proposed and 
attempted since the development of Bitcoin, but by far the most common 
are Proof of Work and Proof of Stake. We'll start with Proof of Work, 
since this was the original solution proposed by Bitcoin. 


This list is by no means exhaustive- | am only touching on the most 
widely known methods to give an overview of some of the issues that 
might need to be considered in the shariah. 

Proof of Work 


Proof of work is the consensus method used by Bitcoin. It requires 
miners, who assemble the blockchain out of blocks of transactions, to 
perform a provable quantity of computation. 


The chance to add a block to the blockchain and claim the block reward 
is open to anyone who joins the network, but it requires solving an 
equation of scaling difficulty. The more people join the network, the more 
computing power is seeking this solution. The Bitcoin protocol measures 
how much computing power is seeking the solution, and adjusts the 
difficulty of the equation, so that a new block will be added every 10-20 
minutes. 


The energy expenditure required for this production gives value to 
Bitcoin, because it means that there is an economic cost to producing 
more Bitcoin. It also leads to price increases, because as people try to 
obtain more, the difficulty of obtaining itincreases, which simulates real 
world processes like gold mining. 


This computation also secures the network, because to spend the same 
funds twice would require recalculating every block, going back to the 
block in which the funds were originally deposited. It also means that the 
further back in time an entry in the ledger is, the more energy would be 
required to change it. 


If you are interested in understanding the details of this technology, there 
are plenty of resources available that go into detail. It's very difficult to 
develop a thorough understanding of the mechanism and there is a lot of 
requisite knowledge. It's not really necessary to understand how it works, 
beyond the two facis: 


e Energy goes in, bitcoin come out. 
e The more people try to get bitcoin, the more difficult it becomes 
to get it. 


In the central banking model, money is created, and then issued to 
whoever the central bank wants- usually private banks, who then lend it 
out at interest. Most of this money is not even printed, but just generated 
by means of changing entries in the computer databases of private 
banks. 


With Bitcoin, money is issued to those who provide an important service 
to the network, by protecting it with computing power. Satoshi described it 
as follows: 


“They vote with their CPU power, expressing their acceptance of valid 


blocks by working on extending them and rejecting invalid blocks by 
refusing to work on them. Any needed rules and incentives can be 
enforced with this consensus mechanism.” 


The main criticism of this method is its energy consumption. It has 
resulted in building progressively bigger arrays of computer chips, 
attempting to amass as much computing power as possible in order to 
collect as much bitcoin as possible. 


Many critics like to point out that the Bitcoin network consumes more 
electricity than Ireland or Morocco, and many complain about the 
potential environmental consequences of this consumption. This reflects 
the ideological roots of Bitcoin in individualist philosophy. Resources are 
a commons, and from the perspective of the individual, the earth's 
resources seem vast. Considering all individuals, however, the issue 
becomes more problematic. 


This is one area where Bitcoin’s methods might clash with Islamic values. 
Allah abhors wasteful behavior, and loving Allah means loving what Allah 
loves and hating what Allah hates: 
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“But waste not by excess: for Allah loveth not the wasters.” 


Bitcoin supporters sometimes reply that physical gold mining operations 
consume much more energy, and yet Bitcoin has more utility than gold, in 
many ways. Likewise, the existing global financial system consumes vast 
amounts of energy- in particular because it periodically leads to costly 
wars. 


World War 2 was partly caused by a financial crisis, but the financial 
system has been to some extent reformed since then. There have 
nonetheless been more recent examples of wasteful conflicts stemming 
from the global monetary system. One of the main sources for the value 
of the dollar is the high demand for the dollar generated by the Gulf 
states accepting exclusively US dollars for oil sales, also known as the 
“petrodollar.” 


This arrangement was made around the same time the United States 


broke from the gold standard, and was initially brokered by Henry 
Kissinger with the Al Saud family. The rest of OPEC soon followed suit.” 


This has been proposed as contributing to the justification for the US 
invasion of both Libya and Iraq, which cost hundreds of trillions of dollars 
and ended hundreds of thousands of lives. This is because if Saddam 
Hussein or Muammar Gaddafi succeeded in breaking the petrodollar, it 
would have severe implications for the demand, and thus the value of 


dollars.” If this theory has any validity, it is unlikely that Bitcoin would be 
any less energy efficient than the US dollar. 


Obviously, this is a complex topic on which to issue an Islamic verdict. 
There are other critiques of proof of work beyond ecological concerns. 


One is that making ownership of computing power the sole determinant 
of who receives new Bitcoin has led to Chinese miners claiming a 
disproportionate stake. Lower manufacturing costs in China have 
resulted in dominance of the industry by Chinese firms. 


This renders the network vulnerable. For example, if a majority of the 

mining hardware is located in China, it would theoretically be possible for 
the Chinese government to stage a 51% attack on the network by simply 
by covertly seizing all of the mining operations and using their equipment. 


This doesn’t happen now, because the cost of undertaking such an attack 
would vastly outweigh any economic gain. However, if the Chinese 
government's hold on power was eventually threatened by the growth of 
cryptocurrency, it might be worthwhile to sink more into an attack than 
would actually be gained by the attack. 


Certainly, from a purely moral Islamic perspective Proof of Work is a big 
improvement over a system where the creation of money is linked to 
interest, since interest is a major sin in Islam. Waste is also sinful, 
however, so if there were a functional alternative, this would clearly be 
preferable. 


Whether there is a superior consensus method to Proof of Work is a 
large and complex area of debate. What is certain is that there are 
indications that an alternative may exist. If so, there is a moral imperative 
to seek a less energy intensive system, however, not just because of the 


waste involved, but also because it would counter the threat potentially 
posed by China's disproportionate influence. 


Besides this, there is an essential function played by the present banking 
system that is often overlooked by Bitcoin proponents. The interest based 
lending system is currently the main engine for economic growth. Banks 
issue money to borrowers who are then forced to work hard and build the 
economy in order to pay back their loans with interest. 


This certainly seems like a form of slavery, but it does effectively organize 
society’s productivity, which is something that one prominent alternative, 
communism, largely failed to do in the last century. If these banks were to 
disappear and currency were only issued in the form of Bitcoin, it could 
lead to a preponderance of otherwise unproductive Bitcoin mining 
operations, as well as a concentration of wealth in the hands of those 
with access to the most computing power, as well as begging the 
question as how production would be organized. 


Proof of Stake 


The main alternative proposed to Proof of Work at the time of writing has 
is Proof of Stake. Instead of issuing currency to those with the most 
computing power, Proof of Stake issues currency to whoever makes a 
deposit of an amount of cryptocurrency. They then participate in the 
verification of transaction, similar to miners in Proof of Work. 


If they behave fraudulently, and their version of the transaction history 
differs from the rest of the network, then their funds disappear, providing 
an economic incentive to be honest. Locking up funds also has the side 
effect of driving up the price of the currency by limiting the circulating 


supply. 
One of the main advantages of this approach is that it is not energy 
intensive, and it is often favored by the ecologically minded. 


It is susceptible to some of the same issues as Proof of Work, though. If 
too much of the network is controlled by one party, fraud could 
theoretically become possible. 


With Proof of Stake, the attacker would initially have to sink a lot of 
money into controlling enough of the total supply of the currency to stage 
the attack, and in the process of the attack, the value of this currency 


would be degraded. This makes it improbable that it would ever be 
worthwhile to actually carry out such an attack. 


This does not resolve the issue of external value, however. For example, 
it may not make economic sense to attack a currency in terms of the 
profits gained, but the effects on the wider market could make it 
worthwhile. As more states try to issue their own cryptocurrencies or 
become involved with certain cryptocurrencies, attacks on networks 
backed by state actors are inevitable, and these attacks are likely to be 
completely different from the small scale hacking for personal profit we 
are used to today. 


Another issue with Proof of Stake is that it could also make the network 
vulnerable by concentrating power. Money is awarded to those who have 
money, in proportion to how much money they have- in other words, the 
rich get richer. This effect would also be cumulative, since as those with 
lots of money get more money, their earning power also increases. 


This makes the initial distribution model very important, lest the network 
also become susceptible to actions by hostile parties. 


Many Proof of Stake networks, including Ethereum, have been criticized 
for their initial distribution models. The initial distribution means who gets 
the money in the beginning. The Bitcoin network was theoretically open 
to anyone in the beginning, but Ethereum was financed by means of a 
crowdfund which distributed a large proportion of the currency among 
early investors. 


Delegated Proof of Stake 


Delegated Proof of Stake is similar to Proof of Stake, with the exception 
that owners of the currency vote for those who are trusted to maintain the 
accuracy of the blockchain. These curators of the blockchain are called 
“delegates.” 


One of the issues with both of these forms of Proof of Stake is that the 
blockchain can be changed much more easily than is the case with Proof 
of Work. This means that there is a real potential for a majority to get 
together and change the blockchain for their own benefit. This recalls a 
joke about democracy- “Democracy is two wolves and a sheep voting on 
what to have for dinner.” 


Indeed, there is also evidence from the Quran that suggests we should 
be careful when giving too much Pena to a majority. 
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And if you obey most of those upon the earth, they will mislead you 
from the way of Allah.” 


Many Muslims have noted the similarity of Proof of Stake to interest 
bearing deposits. In both cases you own money, and from this wealth you 
derive a fixed, cumulative income without working for it. This contributes 
to concentrating wealth in the hands of progressively fewer people, just 
like interest. 


The key difference with interest is the fact that there is not really any 
clear incentive here to profit from the loss of others. With interest, if the 
person you are lending money falls into a permanent, crippling cycle of 
debt, it is an ideal outcome for you. There is no such analogue with Proof 
of Stake. 


Federated Consensus 


Federated Consensus has been suggested as an alternative system. In 
Federated Consensus, transactions are verified by nodes that would 
usually be run by institutional actors like banks, governmental agencies, 
or charitable associations. In effect, because nodes in this system are not 
anonymous, and are large, institutional actors, it is believed that they can 
be trusted to behave honestly, because doing otherwise would mean 
risking their reputation. 


This solution is unattractive to many of the more underground supporters 
of the cryptocurrency movement, because the possibility still exists for 
abuse, given enough outside pressure. There may also be more risk of 
politically motivated censorship, as the institutions verifying the 
transactions are well known entities. 


Proof of Elapsed Time 


Proof of Elapsed Time was originally developed by computer chip 


manufacturer Intel, and relies on specialized hardware for 
compartmentalizing the consensus process. In this system, a random 
node is selected by an algorithm according to the amount of time it has 
been waiting in queue, and tasked with adding a block. 


This method was found by researchers to have some security 
vulnerabilities, and is better suited to private, rather than public, 
networks, but the concept potential. 


Proof of Importance 


Proof of Importance is in reality a different flavor of Proof of Stake. It was 
first conceived by a group called the “New Economy Movement” or NEM 
for short. Proof of Importance is the first example of using the distribution 
of a currency as an incentive to shape the flow of money within a 
network. 


It still requires locking down funds on a certain address, and it still 
distributes the currency to those who already own the currency, but it 
gives an advantage to stakers who are more important to the network. 
The founders developed an algorithm based on reputation algorithms 
from peer to peer file sharing networks to give more weight to more 
important network participants. 


Really, this concept alone has great potential. By linking distribution of 
the currency to desirable network behavior, the gate is opened to linking 
currency issuance to beneficial behavior. 


Unfortunately NEM was plagued by a number of issues, including 
accusations of fraud and distribution scams levelled at its founders. 


Using Rewards as Incentives 


From an Islamic perspective, there is probably no problem with offering a 
reward to incentivize certain behaviors. 


The case of cryptocurrency is difficult to grasp since the form of 
organization is so new, but the rewards associated with mining are no 
different from those of a centralized organization like a company or 
government agency. It's essentially a salary that is paid by a computer 
program rather than a human. 


There are certain tasks that must be performed for the organization to 


survive, and money is given to those who perform them. The main 
difference between a cryptocurrency and a government agency or private 
company is that a cryptocurrency network has no clear leader. It's laws 
are established by its creator(s) and cannot be changed except by total 
consensus. 


Regulation (or Lack Thereof) and Volatility 


The issue of centralized control has been a major point of criticism 
among contemporary scholars of shariah. Many scholars have criticized 
Bitcoin's lack of established authorities governing it, and this is indeed 
the cause of much of the volatility in cryptocurrency markets. That is not 
to say that cryptocurrencies are ungovernable, however. It's just that no 
one would ever try to govern a cryptocurrency in the same way central 
banks regulate their own currencies, because their value proposition 
rests largely on being different than central banks. 


This is because for most cryptocurrencies, no one can create more out of 
nothing, and hence no one is crazy enough to try to stabilize exchange 
rates by dumping or buying up huge amounts of currency on the market. 
That's the whole point. A central bank loses nothing when it expands the 
amount of currency in existence by 10%. Instead, everyone who owns 
and uses the currency loses. 


Most Bitcoin advocates are happy to trade stability for wealth 
preservation. They also argue that once Bitcoin reaches a wide enough 
circulation, that exchange rates are likely to stabilize. 


We may view the dollar or euro as being relatively stable currencies, but 
if we look at a time frame of decades, we can see there are significant 
fluctuations as well. If we look at a time frame of centuries, we see that 
central bank currencies are constantly collapsing, and are not stable at 
all. 


| like to use the metaphor of boats. If you look at a small rowboat on the 
ocean, you might see it crashing up and down with every little wave. An 
aircraft carrier or a large cargo freighter, by contrast, might appear 
tranquil and calm in the same waters. This is simply because smaller 
things move about more quickly. 


The same applies to currencies. If someone sells a billion dollars, this 


hardly has an effect on the market, because the foreign exchange market 
can process upwards of $5 trillion every day. If someone sells a billion 
dollars worth of Bitcoin, however, it would send the market crashing in a 
mad panic, because the order books of cryptocurrency markets are much 
thinner. 


Sometimes it is necessary to make a choice between two options in order 
to minimize 


harm. With cryptocurrency, there is potential that market fluctuations will 
result in rapid losses or gains. With dollars or euros, there is certainty that 
it will result in losses, because inflation is an indispensable aspect of 
central bank policy. To this assessment we have to add the consideration 
that we are avoiding the harm of a debt based currency, which is an 
essential component of an interest based economy. 


Most Bitcoin advocates are willing to tolerate volatility because of the 
potential for Bitcoin's price to dramatically increase in the future, bringing 
them significant profits. From an Islamic perspective, volatility should be 
viewed as acceptable if it can help us to escape from an interest based 
system, which is undeniably a much greater harm. This issue is 
discussed at greater length in Chapter 13. 


Research and Development 


Of course, volatility does not have to be a fact of life- consensus methods 
is a major area of active research, and there may be methods for 
regulating the emission of currency such that supply balances with 
demand. This is very challenging, however, because as already 
mentioned, the value of having a currency that is not managed by human 
beings is that a lot of potential for abuse is removed. 


It might be possible to design a currency that could use decentralized 
“oracles,” or programs that automatically broadcast verifiable real time 
information like price movements and provide this information as an input 
to a program. The trouble with this is that developing such a system is a 
major investment, and a glitch in the program or a security exploit could 
easily see all of the money contained in the system disappear in a puff of 
smoke. 


This is the appeal of Bitcoin’s solid, clunky, and robust code. 


There have been some financial instruments, like the Maker Dao, that 
have already operationalized experimental functions. Maker Dao is 
essentially a leverage instrument. It's a protocol that accepts deposits in 
cryptocurrency, and in exchange issues digital tokens which are verifiably 
backed by a set amount of dollars, thus creating a digital token with parity 
to the US dollar. If there is a market fluctuation, the program 
automatically sells off a surplus of the underlying asset to maintain the 
necessary liquidity, ensuring that the tokens remain backed. 


This system is not particularly easy to understand without taking some 
serious time to study. Itis also much less efficient than other leverage 
instruments offered by centralized financial institutions, and there is 
always the possibility that a black swan event could crash the system. 
What is important to understand is that it is possible to write programs 
that automate functions currently filled by banks, beyond just currency 
issuance. 


The nature of code for a consensus protocol is such that it could have a 
major and lasting impact on the network for decades or even centuries. 
To handle this situation properly reguires a lot of foresight, and 
collaboration between experts in economics, politics, programming, 
mathematics, and of course shariah. 


Proper understanding of the market, the political climate, and the code 
itself could make the difference between something that could be a huge 
benefit to Islam and the Muslims, or a financial catastrophe. We can't 
really compare development of technology to gambling just because 
there is an element of risk- developing the sailboat necessitated a lot of 
shipwrecks, and yet ps are from the mercy and bounty of Allah: 
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Do you not see that ships sail through the sea by the favor of Allah 
that He may show you of His signs? Indeed in that are signs for 
everyone patient and grateful. 


This points to the critical role played by knowledge. In investment 
activities that involve research and development, knowledge can be the 


decisive criteria that determines if an action is halal or haram. 


Chapter 13: Knowledge and Gambling 


Stock market bubbles don't grow out of thin air. They have a solid basis 
in reality, but reality as distorted by a misconception. 


-George Soros 


There have been a number of speculative bubbles throughout history 
which have left many destitute investors in their wake- the tulip craze in 
Holland and the Beanie Baby bubble in the United States come to mind. 
Many Bitcoin detractors have been keen to make comparisons, but there 
is a key difference- Bitcoin brings serious productivity gains over legacy 
systems, while in the case of Beanie Babies or tulips, the value was 
based purely on speculation. 


The value of Bitcoin is not easy to understand, so it is not surprising that 
many Islamic scholars tread with caution when discussing it. The wild 
swings of the market, and the huge sums that are won or lost look a lot 
like gambling, and this stands out as a one of the main reasons that 
some Muslim scholars have declared Bitcoin to be haram. Allah says: 


A a barko ai UZT GGKE 
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O you who have believed, indeed, intoxicants, gambling, (sacrificing 
on] stone altars [to other than Allah ], and divining arrows are but 
defilement from the work of Satan, so avoid it that you may be 


68 
successful. 


Al maysir, the Arabic word used for gambling here refers to any method 
of gaining wealth not by effort, but by chance. Indeed, this is what attracts 
many to invest in cryptocurrency- the promise of easy money. 


This is related to the principle of gharar, or uncertainty, which is described 
found in the hadith: 
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“Ahmad and Ibn Majah narrated on the authority of Abu-Said al-Khudry 
that the Prophet (sal Allahu alaihi wa salam) has forbidden the 
purchase of the unborn animal in the mother's womb, the sale of the 
milk in the udder without measurement, the purchase of spoils of 
war prior to their distribution, the purchase of charities prior to their 


receipt, and the purchase of the catch of a diver.” 


Ahmad ibn Naqib al Masri said in the famous work of Islamic 
jurisprudence, “The Reliance of the Traveler,” that 


“Gharar is chance or risk, meaning it is not known whether it will come to 
be or not, such as selling fish in the water or birds on the wing. It includes 
transactions of unknown things, the particulars of which are not fully 
comprehended by the buyer and seller.” 


A few of the obvious benefits of this prohibition are that it prevents 
shortages resulting from hoarding when traders speculatively buy up the 
market. 


For example, if an area depends on the rice crop, a rice trader could buy 
up large quantities of rice hoping to sell it later at a profit. That trader 
could buy up so much rice, that the price of rice goes up, causing other 
traders to buy it also, and further driving up the price. The end result 
could be that food becomes so expensive that people go hungry. The 
traders would make a lot of money, while harming rather than benefiting 
society. 


Financial markets that allow this type of dealing can be quite addictive, 
because as with gambling, winning releases pleasure releasing 


neurotransmitters in the brain. Just like a heroin addict obsessively 
seeking the next high, gambling drives many to bankrupt their families 
seeking another win. 


Gambling is a win-lose proposition, meaning it can also lead to conflict 
and hatred among the people. For example, if someone sells a harvest of 
fruit before the fruit is on the tree, it sets the stage for an adversarial or 
win-lose relationship. If the harvest is big, the buyer wins, but if the 
harvest is small or fails entirely, the seller wins. When one person's profit 
is another's loss, it's much easier for people to begin to hate eachother. 


It's probably fair to say that a large proportion of the Muslims that have 
invested in cryptocurrency in the last few years have been attracted by 
the hopes of realizing big gains without doing much work, which exactly 
describes uncertainty or gambling. It would be equally possible to do the 
same with the stock market, however, and the equity financing on which 
the stock market is based is viewed as the quintessential form of Islamic 
financing. 


So how could investing in something fundamentally lawful be sinful? It 
depends on knowledge. 


In the United States, and many other countries with public stock 
exchanges, there are regulations about who can invest and how. It's 
debatable exactly why these regulations exist- some say it is to protect 
uneducated investors from losses, while others believe it is a conspiracy 
to limit good investment opportunities to the ultra rich. 


Perhaps the assumption is that if you are already rich, you must know 
what you are doing. In the United States, “accredited investors” have to 
go through a screening process to ensure they meet the criteria to be 
investing in high risk ventures. 


There is certainly a case to be made that such regulations should also 
exist in Islamic law, for precisely the reason that many Islamic jurists 
issued rulings against Bitcoin. The heart of the matter is that if you see 
other people making a lot of money, you can get caught up in the fear of 
missing out. This can lead to frenzied dumping of money into any stock 
without really understanding the underlying value of stock. This 
phenomena caused the dotcom bubble, and has many parallels with 
recent cryptocurrency rallies. 


A skilled and experienced investor who has studied the fundamentals or 
has relevant professional experience, however, could make educated 
investments that could turn out to be quite profitable- this doesn't really 
look much like gambling. While many worthless stocks devoured the 
fortunes of hapless investors, some wise investors supported the rise of 
Amazon and Google with their money and profited handsomely. 


Knowledge can make the difference between gambling and investing. 
Knowledge Gap 


If dealing in unknowns can render something forbidden that would be 
permissible with knowledge, it's easy to understand why the default 
position could be to reject Bitcoin as un-Islamic. The knowledge set that 
is required for really understanding cryptocurrency is very unique, and 
until recently, there was no program of study existing anywhere that 
covered all of the necessary bases. Different models of cryptocurrency 
continue to be hotly debated, even among "experts." 


One of the major aspects of understanding the technology is human 
psychology and sociology. It requires understanding human perception of 
value, and the process of making decisions. 


This links to economics, and game theory. 


To understand the value proposition of cryptocurrency, it is also 
necessary to understand aspects of political science, on both national 
and international levels, including foreign exchange markets and 
reserves, monetary policy, trade, and inflation. To really understand the 
potential of the technology, you have to understand the structure and 
function of the international financial order. 


To truly get all of this requires studying history, and the development of 
the world order. 


Furthermore, to understand the technology requires a base in 
mathematics, computer science, network theory, and cryptography. 


It’s a tall order to ask one person to be an expert in economics, sociology, 
computer science, cryptography, mathematics, psychology, political, 
legal, and monetary theory and Islamic law. Becoming an expert in any 
one of these fields could reasonably be said to take at least a decade of 


full time study and research. 


Having a background in so many areas would seem to hearken to the 
days of the Islamic golden age, where many scholars had expertise that 
spanned a wide range of fields. The truth is, itis a real luxury to be able 
to take such an interdisciplinary approach to education, especially at a 
time when economic value is increasingly being created through 
specialization. 


Since the Muslim community has generally fallen from the lofty position it 
once held, and leadership has been taken over by the likes of Europe, 
the United States, or Japan, there are few families in Muslim countries 
that are willing to invest significant wealth into studies for their children 
that do not clearly translate directly into earning potential within the 
foreseeable future. 


But for the great polymaths of the Muslim community, the likes of Ibn 
Tufayl, Ibn Sina, Ibn Rushd, or Ibn Khaldun, the aim of their studies was 
deneraly to pursue knowledge as an act of worship. Allah says: 
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Say: ‘Are those who know equal to those who know not?” It is only 
men of understanding who will remember.” 


In this verse, remembering is referring to the remembrance of Allah, 
which generally describes any form of worship engaged in with 
consciousness of Allah. This ayat establishes a direct link between 
knowledge and worship. This further underscores the importance of 
economic well-being, and having at least a minimum of resources 
necessary to seek knowledge. 


By contrast, today, the standard of living has become so high that simply 
having enough wealth to seek knowledge is considered inadequate. lt is 
expected that people have enough wealth to own a house, acar, anda 
range of furniture, and probably go on vacation at least a couple times a 
year. In many countries the house and car must be insured, and due to 
the abundance of interest based loans, real estate prices are inflated, 


making it extremely difficult to afford a house and thus achieve a sense of 
stability. 


If our goal is to live according to the sunnah, all of these things become 
superfluous. 
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Mihsan al-Ansari reported that the Prophet, may Allah bless him and 
grant him peace, said, "When someone is secure in his property, 
healthy in his body and has his food for the day, itis as if he owned 


the entire world.” 


Until Muslims are secure in their identity, we will be too busy trying to 
“catch up,” rather than seeking a broad base of knowledge that does not 
have immediate worldly benefit. The state of affairs is such in many 
Muslim countries today, that families will send a problem child to seek 
religious knowledge as a punishment, while in the past theology was 
regarded as the most prestigious faculty. 


The sad state of education is well known, but what is less understood is 
that the state of knowledge can have a direct impact on the ruling with 
regards to investments. The scholars that ruled against cryptocurrency 
were not wrong in their ruling, because their intent was to protect 
Muslims from harming themselves financially, but they were not entirely 
right either. Being unable to understand the technology and its potential 
could also have the inverse effect of preventing Muslims from learning 
about, understanding, and harnessing the potential of the technology for 
the sake of the greater good, thus perpetuating our disadvantaged 
position. 


Another key distinction between gambling or speculation and 
cryptocurrency is the utility involved. Investing in cryptocurrency is 


participating in the development of technology that has serious and 
profound usefulness to society. The presence of scams and immoral 
behavior in the space does not negate this utility. 


Investing in a cryptocurrency is a mechanism by which wealth is 
transferred from the new owners of the cryptocurrency to those who have 
owned the currency for longer. Since many of these owners are 
responsible for the maintenance and development of the network, any 
purchase is an act that supports them. However, unlike a stock, the 
currency has utility in itself in areas like cross-border transfers, immutable 
recording of information, or as a means of highly portable and inflation 
resistant wealth. 


Who is Qualified? 


If there is so much education required to actually understand and make 
reasonable decisions in this space, who is qualified to undertake it? 


| would suggest that a formal body, some kind of initiative be formed. 
Perhaps it would be called a council, or a consortium, or something of the 
like. It would be an organization of individuals with relevant areas of 
expertise that have a minimum standard of education, in fields including 
Islamic jurisprudence, mathematics, cryptography, computer science, 
history, politics, and economics. It would make recommendations about 
investing in and developing technology in cryptocurrency and related 
ventures. 


Such an organization could serve not only to help protect vulnerable 
investors and support the efforts of those who are in a position to support 
technological development, it could also make recommendations about 
which areas of the growing field of cryptocurrency are especially 
important to support, for reasons beyond just making short term profits, 
but relating to the long term priorities and needs of the ummah. Such a 
body should realistically be involved in setting a research agenda. 


Creating a forum for scholars with expertise in different related fields with 
a focus on Islamic jurisprudence in cryptocurrency is an important step 
toward generating the kind of knowledge necessary to navigate the rapid 
changes underway in the financial sector. 


Even now, many Muslims are unknowingly contributing to research in this 


field simply by buying into cryptocurrencies. Additional guidance in this 
area is essential for spiritual, economic, and political well being. 


Chapter 14: To Regulate or Not to 
Regulate? 


History records that the money changers have used every form of abuse, 
intrigue, deceit, and violent means possible to maintain their control over 
governments by controlling money and its issuance. 


-James Madison 


There is a vague knowledge in most people’s minds that somewhere 
there exists a machine that prints out money day and night. It's common 
to hear the response, when children ask for something from their parents- 
“money doesn't grow on trees!” Yet, having a machine that prints money 
would seem to be akin to the proverbial money tree. 


There are, all over the world, machines that can print money. They are 
generally controlled by central banks, and when central banks manage 
the money machines poorly, millions of people see their savings 
destroyed, and sometimes wars occur as a result. The existence of these 
machines also requires constant mobilization of police forces to hunt 
down counterfeiters. 


Many think that runaway inflation is something that is just a distant 
memory from Weimar Germany, or a faraway problem in places like 
Zimbabwe or Venezuela, but in reality, the main reason we don't see 
chaos and collapse in the United States or the European Union is 
because the economies that are being tapped into are much larger. 


If you wanted to drain blood from a mouse or a cat, you would have to 
first tie it down, and then you could use a syringe to begin draining the 
blood. With a small animal like a mouse or cat, you would not have to 
drain much blood before the animal collapsed into unconsciousness. 


Now, if you were to try the same approach with a horse, a camel, or an 
elephant, you would find that you could draw a much greater quantity of 
blood before the animal even began to weaken. If the rate of blood draw 
was slow enough, you might be able to feed the animal, and have the 
blood replaced at a rate sufficient to keep the animal from collapsing for a 
long time. 


Of course, an animal that has its blood constantly drained in this manner 
may survive, but this is a truly sad existence. First, because the animal 
would have no freedom of movement; if it did, It would surely not tolerate 
the never ending blood draw, and secondly, when the body's energy is 
diverted constantly towards producing new blood, certain reserves of 
minerals would be depleted and diverted from other pursuits toward the 
production of blood. Even if the animal appeared to be healthy from the 
outside, the reality inside would be otherwise. 


In this metaphor, the blood of the animal is the wealth of a nation, and the 
bonds that keep the animal from moving is the government enforced 
monopoly on money. Blood is an appropriate metaphor, because like true 
value, it is not apparent. Blood is internal, and the external condition of an 
animal may not immediately reveal that there is a serious health deficit 
resulting from chronic loss of blood. 


The needle which draws the blood, of course, is inflation. 


Now, this is not to say that inflation is absolutely bad. Nor is blood loss. It 
is a natural condition in many situations. New gold is continuously being 
mined, which inflates the supply of gold. Blood carries energy, and there 
is nothing wrong with giving one's life energy to help and support others. 
Blood loss can lead to revitalizing of the immune system as old, tired 
white blood cells are replaced with new. The trouble is when we are 
systematically forced to give our life energy to those who we otherwise 
would not- especially when they don't actually need it, but waste it 
frivolously. 


It’s logical to stabilize a currency through inflation- if we create an 
abstract currency to act as a means of exchange, we can expect that the 
currency would become more valuable as the total wealth increases. 


That is to say, every year, a large amount of new value enters the 
economy- sunlight shines on the earth, causing food and tree to grow, all 
of which adds wealth and value, new methods of working are discovered, 
and this knowledge likewise has value. To stabilize a currency, it is 
reasonable to increase its supply to match all the new value that is 
constantly appearing, so that everyone can transact easily. If the supply 
were to remain constant, while the population and total amount of goods 
and services increased, the price of the currency would increase in value. 


If it is perceived that a currency is increasing in value, people will not 
want to spend it, which can result in a decline in commerce, as no good 
medium of exchange might exist, whereas if a currency is perceived to be 
decreasing in value, people will try to get rid of it, afraid that they will be 
victims of losses. 


There’s a real tendency among supporters of cryptocurrency to focus on 
the negative aspects of the central bank system, while ignoring its 
benefits. By collecting the energy of all the participants of the economy, it 
is possible to enact some policies that result in a certain level of stability 
in the short term. Of course, many people would like to have a choice, 
but the problem is that the stability of the system depends on the people 
being forced to use it. 


In the case of Bitcoin, inflation was added to act as an incentive for 
maintaining the network- miners are rewarded for maintaining the 
blockchain with block rewards. In the central banking system, inflation is 
a reward first and foremost for private bankers who issue the bulk of 
existing currency in the form of debt. 


Criticism by Muslim Scholars 


The lack of active regulation of cryptocurrency has been one of the points 
of contention for those Muslim scholars who issued rulings against 
cryptocurrency. There is an adamant narrative among the Muslim 
community that it is necessary to obey the rulers in all things, and 
something being even slightly legally ambiguous is enough to have a 
number of scholar denouncing it. 


This is no accident. It’s part of a process of selection that has seen 
hundreds or thousands of scholars imprisoned and killed. From the early 
days of colonialism in Muslim countries, invading powers have been very 
aware that the key to controlling Muslim countries is to control the 
religious leadership, and there are intentional efforts underway to 
cultivate scholarly opinions that emphasize obedience to colonial 
authorities. 


There is definitely a basis for this in the Islamic tradition. For example: 
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Place a pillow for Abu 'Abd al-Rahman (family name of 'Abdullah b. 
'Umar). But the latter said: | have not come to sit with you. | have come to 
you to tell you a tradition | heard from the Messenger of Allah (sal Allahu 
alaihi wa salam). | heard him say: “One who withdraws his band from 
obedience (to the Amir) will find no argument (in his defence) when 
he stands before Allah on the Day of Judgment, and one who dies 
without having bound himself by an oath of allegiance (to an Amir) 


will die the death of one belonging to the days of Jahiliyya.”” 


There is a long list of hadith that actually advise tolerating injustice from 
rulers. 
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Hudhayfa ibn al-Yaman reported: | asked, “O Messenger of Allah, we 
were living in an evil time and Allah brought us good which we live in 
now. Will there be evil after this good?” The Messenger of Allah, peace 
and blessings be upon him, said, “Yes.” | said, “And any good after this 
evil?” The Prophet said, “Yes.” | said, “And any evil after this good?” The 
Prophet said, “Yes.” | said, “How will it be?” The Prophet said, “Rulers 
after me will come who do not follow my guidance and my tradition 
(sunnah). Some of their men will have the hearts of devils ina 
human body.” | said, “O Messenger of Allah, what should I do if | live to 
see that time?” The Prophet said, “You should listen and obey them 
even if the ruler strikes your back and takes your wealth, even still 


listen and obey.” 


This may partly explain why some Islamic scholars have objected to 
Bitcoin and cryptocurrency- some who have issued rulings against it cited 
the fact that it seems to be unregulated and uncontrolled- and anything 
not within the scope of the ruler’s power is regarded as illegitimate. In 
reality, government regulation of currency is a relatively new 
phenomenon. 


This is a disturbing trend which is not at all in keeping with the rich history 
of Islamic scholarship. Historically, the ulema, individuals who were 
recognized to be learned in matters of religion, remained independent of 
the state, and often acted as a sort of check against the power of the 
state. There are express statements in the hadith that cast doubt on 
those scholars who maintain close and beneficial relationships with 
political Ei 
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Abu Huraira reported: The Messenger of Allah, peace and blessings be 
upon him, said, “Whoever lives the life of a Bedouin will become 


coarse. Whoever preoccupies himself with sport will become 
neglectful. Whoever goes to the gates of the ruler will endure 
tribulation. A servant does not move closer to the ruler except that 


he moves further away from Allah." 


There is also a clear directive in Islam not to obey the authorities if their 
rules or edicts run against the natural law of Islam: 
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'Ali reported: The Prophet, peace and blessings be upon him, said, 
“There is no obedience to anyone if it is disobedience to Allah. 


Verily, obedience is only for good conduct.” 


So it’s quite strange, but not surprising, that we have reached a state 
where many Islamic scholars would mistrust anything that is not 
regulated by a state. 


| say it is not surprising, because the last century has been extremely 
hard on dissenters in the Muslim world. Since the fall of the Ottoman 
Empire, there has not been any Muslim state which could exist 
independent of the support of world powers like England, Russia, or 
France. In all but a few Muslim countries, regimes were installed that 
actively oppressed Islam and the Muslims, and anyone who spoke 
against them was silenced. 


So it's to be expected that this selection process has spared only 
scholars that are willing to accommodate the prevailing structure, 
resulting in a culture where anything that does not have the complete and 
total approval of the powers that be is treated with suspicion. 


It seems that many of the hadith that emphasize obedience may have 
lost their original purpose.” 


One of the main reasons that this obedience is so heavily emphasized is 
to preserve the unity of the community, and to prevent the kind of internal 
conflict that has been common in large empires throughout history. 


In the modern day, the unity of the Muslim community is already 


completely fractured, and many of the hadith about obedience are 
referring to the leader of the Muslims, not anyone who happens to be in 
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O you who have believed, obey Allah and obey the Messenger and 


those in authority among you. And if you disagree over anything, 
refer it to Allah and the Messenger, if you should believe in Allah 


and the Last Day. That is the best [way] and best in result.” 


The word here “among you” in Arabic is “minkum” which also means “of 
you” or “one of you.” This is why when asked about rebellion, the 
Prophet, peace and blessings of Allah be on him, advised against it, 
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We called upon 'Ubada b. Samit who was ill and said to him: May God 
give you health | Narrate to us a tradition which God may prove beneficial 
(to us) and which you have heard from the Messenger of Allah (sal Allahu 
alaihi wa salam). He said: The Messenger of Allah (sal Allahu alaihi wa 


e 


salam) called us and we took the oath of allegiance to him. Among the 
injunctions he made binding upon us was: Listening and obedience (to 
the Amir) in our pleasure and displeasure, in our adversity and prosperity, 
even when somebody is given preference over us, and without disputing 
the delegation of powers to a man duly invested with them (Obedience 
shall be accorded to him in all circumstances) except when you have 
clear signs of his disbelief in (or disobedience to) God-signs that 
could be used as a conscientious justification (for non-compliance 


with his orders).” 


Of course, for the reasons mentioned above, this is an extremely perilous 
subject, and it is effectively taboo to engage in any critical thinking on the 
subject in almost any Muslim country today. Those who divert from the 
official line on this issue often face serious restrictions, even in countries 
with laws that protect freedom of speech, especially since legal loopholes 
around these protections have been implemented as part of the “war on 
terror.” 


If these hadith were intended to preserve the unity of the Muslim ummah, 
applying them to a situation of division has an opposite effect. Once the 
ummah is fractured into pieces, it is the integrity of the pieces that 
maintain the division. By suggesting that hadith relating to maintaining 
unity ought to be applied to a condition of division, the division is 
maintained while unification is hindered. 


Not every scholar who supports a high degree of obedience to whatever 
worldly powers happen to be in a position of authority is a neo-colonial 
puppet, however. There is also a very plausible case to be made for the 
benefit of financial regulation. 


Benefits of Regulation 


Now, in the central banking system, it could be argued that this regulation 
stabilizes the economy and drives industry by pooling capital that can be 
made available to competent businesspeople, thus benefiting the 
economy. The profits of commercial banks are simply their reward for 
providing this valuable service to society. 


There are a couple of problems with this narrative. One is that in many 
cases, the profits generated are not real. For example, some investment 


firms may create instruments that have multiple layers of abstraction, 
thus further extending the already liberal monetary policy. This is one of 
the major flaws with GDP as a measure of progress. 


One well known example is the mortgage backed securities which 
contributed to the 2008 financial crisis. By bundling debt together, it was 
possible to create instruments which could then be sold for additional 
profit, thus creating a speculative asset class. The trouble is when it is 
unclear what the value of something is, perceived value can disappear 
very guickly, casting doubt even on the value of things that had seemed 
clear beforehand. 


An atmosphere like this can lead to a runaway spiral where people are 
afraid to invest because of losses all around, resulting in a self-fulfilling 
prophecy. People choose not to invest because they perceive a negative 
economic climate, and lack of investment worsens the economic climate, 
leading people to further choose not to invest. 


Skillful management of the economy by means of central banks can 
stave off these crises. | like to use the metaphor of forest management to 
describe this state of affairs. 


With time, forests naturally build up a base of fuel as branches of tree fall 
off, and dry brush builds up. These create conditions where a fire can 
happen, and when it gets big enough it can ignite even green trees 
without the flames even getting close. 


Each time a fire starts, firefighters can come and extinguish the fire 
before it gets too big, but this does not resolve the fact that the underlying 
conditions that could lead to a major fire is not resolved. A changing 
climate also contributes to these conditions, and firefighters can also do 
nothing about this. 


In many cases, extinguishing the fire each time it starts leads to building 
up an artificially large supply of fuel for a fire, which can result in a much 
more severe fire than if the firefighters had just left it alone to begin with. 
Short term gains are purchased with long term loss, also known as 
“kicking the can down the road.” 


Of course, it's hard to tell someone who is about to lose their house to a 
fire that they should just accept the loss because of some higher wisdom. 


Financial Firefighters 


We like to think of ourselves as somehow separate or different from the 
natural world, and thus not subject to the laws of nature, but this is simply 
not the case. Islam is a revelation from the same Creator who laid down 
the laws of nature, which is why no one has or will invent a better system 
of life. 


Inflation and deflation are normal occurrences that happen in the flow of 
the economy- to go back to our metaphor of the animal and its lifeblood, 
in the course of life difficult things happen sometimes- there are injuries, 
nosebleeds, and major events like childbirth, that can all result in blood 
loss. And this can be beneficial, albeit difficult. 


Likewise, sometimes large quantities of gold are discovered, driving 
down the value of gold, or rains are scarce, driving up the price of wheat. 


There appears to be evidence in Islam that price controls and 
management of inflation and deflation are not to be managed by the 
government. The following hadith can give us an indication as to what the 
ideal of economic management in Islam might look like: 
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The people said: Messenger of Allah , prices have shot up, so fix prices 
for us. Thereupon the Messenger of Allah (sal Allahu alaihi wa salam) 
said: Allah is the one Who fixes prices, Who withholds, gives 


lavishly and provides, and | hope that when | meet Allah, none of 
you will have any claim on me for an injustice regarding blood or 


property.” 
This would point to the conclusion that it is not so much the role of 


government to regulate the value of anything, but rather the forces of the 
market, dictated by the laws of nature as laid down by Allah, should 
determine prices. 


In everything in this life, there are trade-offs. You can't have both a 
central location and peace and quiet- if you are in the busiest part of the 
city, you will simply not be in a peaceful part of the country. 


Likewise, if you want a currency that cannot be abused by regulators, you 
cannot have the same (temporary) stability that regulators provide. 


Monopoly Money or a Monopoly on Money? 


It is likely safe to say that those in control of the monetary system 
overpay themselves. In Chapter 6, we already looked at the artificial 
monopoly on currency issuance, and any time a monopoly exists, unfair 
premiums will be charged for a service. The hadith reinforce this position: 
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Ma'mar (Allah be pleased with him) reported Allah's Messenger, sal 


Allahu alaihi wa salam, as saying: He who hoards is a sinner. It was 
said to Sa'id (b. al-Musayyib): You also hoard. Sa'id said: Ma'mar who 
narrated this hadith also hoarded. 


In a way, all of this is beside the point. The existing currency system is 
completely haram from so many angles, that it is hardly necessary to try 
to discover them all. What we can safely say is that arguments in favor of 
said systems can hardly outweigh the harm and damage caused. 


It is all fine and good if someone wishes to issue a regulated currency 
that maintains a modicum of stability, but it must be the choice of 
participants in the market whether or not they wish to use it. This can 
ensure that unfair prices are not charged by the money managers. 


So the role of regulation in Islam should not be so much to regulate a 
currency that everyone is forced to use, but rather to prevent everyone 
from being forced to use a single currency. 


Self-Regulation 


Since the Muslim ummah as a whole has no government that implements 
Islamic regulation, itis upon us to regulate ourselves. 


Now, if you were to ask most Muslim scholars about working at a 
company that distributes alcohol, they would probably tell you that this is 
not permissible. Even if, for example, your job was as a mechanic 
maintaining delivery trucks, this means you have a share in the delivery 
of the alcohol. This goes just as much for our participating in and 
benefiting from economic institutions like paper money and banks. 


A system is very much like a company- it is a shared enterprise that only 
functions because of the large numbers of people who participate in it. 
There is a critical need to raise awareness about the fact that 
participation in these institutions is sinful, and that this sin is only excused 
if we do whatever is in our power to find an alternative. Acting on the 
guidance of the Quran and Sunnah in this regard will not only have 
serious benefits with regards to the eternal and spiritual- it will also have 
immediate benefits in terms of the overall health, strength, and resilience 
of the economic situation of the Muslim community. 


Since the existing financial system is so clearly sinful and riddled with 
problems, | think it is quite reasonable to argue that obedience with 
regards to that system is not in the least obligatory. In fact, utilizing 
whatever means available to escape that system is obligatory, and at 
present, | know of no better means of escaping this system than 
cryptocurrency. 
Keeping the words of the Messenger of, sal Allahu alaihi wa salam, in 
mind: 
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‘Ali reported: The Prophet, peace and blessings be upon him, said, 


“There is no obedience to anyone if it is disobedibnce to Allah. 
Verily, obedience is only for good conduct.” 

What we can say for certain is that the optimum form of money in the 
sunnah is agricultural commodities like dates and barley, or gold and 
silver, and that the supply of these goods is not regulated or controlled by 


a government, indicating that there is a preference for conducting trade 
denominated in currencies that are not controlled by human beings. 


Since we have a very clear literal precedent in the sunnah for the use of 
these currencies, there is no doubt about them. Even if we accept that 
central bank money must be done away with, wouldn't the natural 
solution to be to return to commodity monies? As the Prophet, sal Allahu 
alaihi wa salam, is ee to have said in a hadith: 
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Al-Hasan bin ‘Ali said: "| remember that the Messenger of Allah, sal 
Allahu alaihi wa salam, said: "Leave what makes you in doubt for what 
does not make you in doubt. The truth brings tranquility while 


falsehood sows doubt.” 


Chapter 15: What is Islamic Money? 


“Money is only a tool. It will take you wherever you wish, but it will not 
replace you as the driver.” 


-Ayn Rand 


Anyone who has the most basic understanding of Islam and the economy 
can understand that there is something seriously foul with the paper 
money, central bank system. But most movements toward currency 
reform, until now, have been focused on a more literal return to the 
sunnah. 


The gold dinar movement has seen periodic supportin many Muslim 
countries. There is no doubt that a literal return to physical gold would be 
ideal. 


The main problem with dealing directly with gold or food based 
currencies, of course, is the difficulty of transporting them. This would 
make international trade deals even more complex than they already are, 
and make trade less efficient and less competitive. 


This is nothing new. The famous story of the second Caliph, Umar, may 
Allah be pleased with him, considering the issuance of a money based on 
camel skin, supports the notion that symbolic money beyond hard 
commodities would be permissible. 


It’s well know that the English word “check,” for a paper promise to pay 
funds is originally derived from the Persian and Arabic “saqq.” These 
instruments can only function, however, in a uniform legal environment. 
That legal environment doesn’t have to be a country- it could be a family, 
as is often the case in hawala money transfer systems. 


Of course, part of the modern attempts to destroy Islam as a unifying 
identity have involved seriously disrupting any such networks and 
replacing them with networks which, like the banking system, are largely 
controlled by individuals who are not especially sympathetic to the core 
teachings of Islam. In light of this situation, cryptocurrency presents a 
viable alternative to achieve a higher degree of unity which also enables 
financial connections between individuals who may not be concentrated 


in one geographic area. 
Bitcoin's Intrinsic Value 


Among the attempts by Muslims to reconcile traditional jurisprudence 
with cryptocurrency, there has been a lot of discussion about what 
exactly money actually is. 


These considerations have led to some jurists finding that cryptocurrency 


does not fulfill the requirements of an Islamic money. One of the major 
arguments against cryptocurrency as money is the supposed lack of a 
link to the real economy. 


Unfortunately, this understanding stems from a lack of knowledge about 
the fundamentals at work. The Bitcoin mining industry has become a full 
fledged industry. 


Facilitating trade by issuing a commodity that has an agreed upon value 
clearly has a lot of worth. The argument that Bitcoin’s dramatic price 
increases cause it to be hoarded is not really very effective either, 
because this phenomenon is also present with gold and silver currencies. 
This tendency to hold on to superior money is known as Gresham's law, 
and was described as early as the 13th century by Islamic scholars like 
Ibn Taymiyyah and al Maqrizi. 


There are so many processes in which cryptocurrency can add value to 
real world business processes, including micropayments, trustless 
automated contracts, and securitization, in addition to more politically 
charged uses like the contravention of controversial laws or evading 
censorship and sanctions. It requires a severe lack of understanding to 
suggest that cryptocurrency has no intrinsic value. 


One of the major reasons for the existence of central banks is also to 
address the problem of durability of paper money. With time, bank notes 
become worn out, and need to be replaced. The responsibility of the 
central bank is to monitor the supply and introduce new notes at a rate 
that preserves the stability of the currency. 


Decentralized cryptocurrencies completely eliminate this need. A physical 
medium like paper or a card could be used to exchange a cryptocurrency, 
but the actual existence of the funds is internal to the network. 


If All Your Friends Jumped Off a Cliff, Would You Do it Too? 


This argument comes up in the life of many parents. When they try to 
advise their child against doing something unwise, the child retorts that 
all of their friends are doing it. The Muslim community may have fallen 
into this trap as well. 


This points to the wisdom of many sayings of the Prophet, sal Allahu 
alaihi wa salam, when he emphasized the importance of keeping good 
company. 
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Abu Huraira reported: The Prophet, peace and blessings be upon him, 
said, “A man is upon the religion of his best friend, so let one of you 


look at whom he befriends.” 


We see all too often the devastating effects of the Muslims mixing 
excessively with society that is not careful about the prohibitions of Allah. 
After a time, being surrounded by sin or immorality, a person becomes 
desensitized to it. 


It was indeed the mixing and friendship with the polytheists that led to the 
introduction of the central bank system in Muslim countries. In Egypt, the 
beginning of the advent of a monetary system based on central bank 
system came as a result of heavy trade, debt, and dependence on 
European powers for the development of European style infrastructure. 


This debt also eventually led to the British occupation.” 


Likewise, in Saudi Arabia, the Central Bank was originally formed from 


the Saudi Hollandi Bank,” which formed as a result of heavy European 
presence in the Arabian peninsula, although this is contrary to the wishes 


of the Prophet, sal Allahu alaihi wa salam.” 


This close contact with the polytheists is one way to become desensitized 
to sin, because we observe their sins without doing anything to prevent it. 


When we see a sin, We are required to do whatever is in our power to 


change it. 
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Abu Sa'eed Al-Khudri reported: The Messenger of Allah, sal Allahu alaihi 
wa salam, said, “Whoever among you sees evil should change it with 
his hand. If he is unable to do so, then with his tongue. If he is 

unable to do so, then with his heart, and that is the weakest level of 


faith." 


So, for example, if a Muslim is living in a country where women's bodies 
are used in advertisements to sell products, each time that he or she 
sees such use of a wman's body in an image, he or she is obliged to do 
something about it. If this is not possible, then it is necessary at least to 
advise the people of that society who are involved in normalizing that 
practice. If this, for some reason, is impractical, then they must at least 
hate the evil action in their heart or make supplications against it. 


Inaction is itself an action- if you have the power to do something, and 
you do nothing, this is itself a sin. With an extreme example, like rape, 
this is exceedingly obvious- someone who sees such an act taking place 
and chooses to ignore it is considered almost on the same level as the 
criminal who carries out the act. But when these actions become 
widespread and commonplace, pressure increases to “go with the flow.” 
As sin becomes increasingly common, we can easily become exhausted 
from trying to do something about it. This is also discussed in the Quran: 
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“Cursed were those who disbelieved among the Children of Israel 
by the tongue of David and of Jesus, the son of Mary. That was 


because they disobeyed and (habitually) transgressed. 


They used not to prevent one another from wrongdoing that they 
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did. How wretched was that which they were doing.” 

When our society becomes united with the society of the polytheists and 
when we come to depend on them, then we are reluctant to do anything 
to stop their sinful behavior, because it could threaten our livelihood. This 
leads to a continuous accumulation of sins. 


This duty applies just as much with a currency. The case against paper 
money is so overwhelming, itis one of the great mysteries of our time 
how so many can come to accept it. Of course, itis not easy to 
understand. One of the most influential economists of our age, John 
Maynard Keynes, once said that the complexity of central bank currency 
issuance and distribution was such that “not one man in a million” would 


be able to understand it.” 


A study conducted at the Islamic University of Malaysia surveyed 
classically trained Islamic scholars on sharia advisory boards of Islamic 
financial institutions to assess their level of understanding of central bank 
currency. The results were disappointing, indicating that there is very little 
understanding of the modern currency system among traditional Muslim 
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scholars. 


It's probably safe to assume that studying financial and economic history 
does not occupy an important place in most traditional Islamic 
scholarship, for the simple reason that most of these things did not exist 
at the time these traditions formed. 


The modern history of government issued currency is filled with frequent 
examples where highly regulated currencies collapsed in value, thus 
failing to preserve wealth, and showing themselves to be subject to a 
high degree of volatility. 


Given this history, it seems irresponsible of Muslim scholars to advise 
people to keep their wealth in central bank issued paper money without 
warning of the risks associated, while at the same time warning Muslims 
away from cryptocurrency which, while volatile, at least sometimes 
increases in value. 


In the course of this book I’ve mentioned many of the problems with 
central bank currencies, but I'd like to review and summarize them here, 
keeping in mind that many of the scholars who have ruled against 
cryptocurrency see nothing wrong with central bank currencies. 


e Interest: The currency is issued by means of interest bearing 
bonds sold by treasuries. 


e Theft: The issuance of new currency transfers wealth from 
productive earners to banks that live from interest based 
money lending. 


e Monopoly: The issuance of paper money is enforced by 
government monopoly. Monopolies are illegal in Islamic law. 


e Images: A large number of scholars regard making images of 
living creatures to be impermissible, and almost all bank notes 
have images of leaders on them. Since so much focus is put on 
money, and it is easy to think that our sustenance comes from 
money, it opens the door for worship-like thoughts toward the 
figures on the money. The individuals depicted are often those 
who are involved in making legislation that supersedes the 
legislation of the Quran, which according to Islamic creed 
means they are already objects of worship. 


e Legitimizing Legal Authority: By using a currency, we 
reinforce the notion that the authority that issues it is legitimate 
and has the right to rule, when in reality many of the regimes 
issuing Currencies are criminal. 


e Bolstering Power of Hostile Parties: By using a currency, 
demand increases for the currency, increasing the power of the 
issuing power. In the case of the modern currency system, all 
paper currencies are part of an interconnected web that 
revolves around the US dollar. The power of the US dollar is 
used to fuel deficits created by funding projects like the Zionist 
occupation of Palestine and other morally reprehensible 
behaviors. 


e Dividing the People: National currencies reinforce national 
identities, which reduce the sense of common Islamic identity. 


e Vulnerability: Fiat currencies are subject to mismanagement 
and undermining of trust such that they hyperinflate, destroying 
the savings of working people. 


e Compulsion: Governments force citizens to use national 
currencies, while Islamic law states that business transactions 
must be fully voluntary on all sides. 


Commodity Linked Cryptocurrency 


One possibility that could have the best of both worlds is a commodity 
based cryptocurrency. Central bank currency was able to enter Muslim 
countries initially because it was understood that it was simply a stand in 
for gold. 


On the other hand, the use of commodity certificates as a currency could 
also be considered zn in what one does not own. 
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Hakim asked: Messenger of Allah, a man comes to me and wants me to 
sell him something which is not in my possession. Should | buy it for him 


from the market? He replied: Do not sell what you do not possess.” 


To accept a currency backed by gold or another commodity requires a lot 
of trust in whoever is making that promise. In the case of America, dollars 
were issued to the point where it was impossible redeem all of the dollars 
for gold, which shows they didn't really have any intention of keeping the 
promise. The fact that it is so easy to create certificates in excess of the 
original deposit (the foundation of the modern interest banking system) 
points to the wisdom of this Prophetic prohibition. 


There have been a number of cryptocurrency startups that have 
marketed themselves as being shariah compliant due to being backed by 
gold, but the potential for abuse is so huge that it seems it would be 


better to adhere strictly to the Prophetic advice and simply trade in things 
that we actually own. This is the radical innovation of Bitcoin in a nutshell- 
it allows us to have a reliable record of ownership without needing a 
government to maintain it. Backing a cryptocurrency with gold requires us 
to put an awful lot of trust in whoever the curators of the gold are. 


There is an exception to the rule that requires all sales to be made for 
goods in hand. This is in the case of assets that cannot be easily moved, 
such as real estate or businesses. In this case, it is allowed to trade them 
without taking physical possession of them, albeit with additional legal 
guarantees to prevent the same asset from being sold twice. This means 
there may be a possibility to back a cryptocurrency with such physical 
assets and use these as the backing for some medium of exchange. 


Such a currency could fill many of the requirements of money in Islam, 
including stability, portability, while still having a connection to the sunnah 
of using physical goods as the basis of trade. 


Conclusion 


It appears that the Islamic scholars who have come out against 
cryptocurrency have done so on a sound basis- the desire to prevent 
people from losing their money, and the desire to prevent the harm to the 
public order. However, many seem to have overlooked many of the 
benefits of cryptocurrency- as well as many of the sins of central bank 
currencies. 


This is not due to a lack of understanding of shariah, but rather a lack of 
understanding of the technology itself and the economic and political 
conditions surrounding the technology. In a way, beyond simply being a 
currency, Bitcoin is a form of decentralized, leaderless enterprise, and 
purchasing Bitcoin is akin to buying stock in that enterprise. This is a 
concept that takes time to grasp. 


It is natural to fear change, because there is always a possibility that the 
new situation could be worse. There is a great deal of focus on possible 
negative outcomes, and very little focus on positive outcomes, and this 
seems to be skewing the analysis. 


Assessing if taking a risk is worthwhile requires considering the 


probability of possible gains and possible losses, and the value of what 
could potentially be gained and what could be lost. There is an element 
of risk in any undertaking in life, so itis absurd to suggest that we could 
eliminate it entirely, else ocean voyages for trade would also be forbidden 
due to the possibility of a storm. Risk is a fact of life. 


| would argue that the situation of the Muslim community is such that 
something must be done. This is not only true of the Muslim community, 
but all humanity. It may well be that we can do nothing to prevent 
environmental, economic, and political catastrophe, but that doesn't 
mean we shouldn't try, and perhaps our efforts can at least dampen the 
effects of crisis when it inevitably hits. 


Although scientific evidence points to the conclusion that we are facing 
catastrophe as a result of over-consumption and rapid depletion of 
natural resources, we don't need to look to science to understand that we 
will soon be facing hard times- zina and riba are increasingly widespread, 
and Allah promises in His book that wealth from riba, which is a large 
portion of the world’s present wealth, will be destroyed: 
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Allah destroys interest and gives increase for charities. And Allah 
does not like every sinning disbeliever. 


Even if we cannot prevent climate change and economic crisis, we can at 
least prepare ourselves to navigate these future crises as well as we 
possible. | firmly believe that sincere implementation of the principles of 
Islam is the best means to prepare for the hardship of the future, and the 
benefits are not only material, but spiritual. 


There is a sort of epidemic of apathy among the Muslim community. 
Perhaps this is a result of the recent disintegration of Muslim political 
sovereignty, or the narrative of the superiority of European civilization 
becoming entrenched in our minds through the media. Whatever the 
reason, it is necessary to have a vision, on an individual and collective 
level, of how we can do something about it. 


A vision is important, but we also need concrete, actionable steps we can 
take to realize that vision. At present, there is a strong trend to focus on 


military means- there are numerous groups calling for the overthrow of 
the regimes ruling Muslim lands, and advocating the use of all possible 
violent means to achieve this aim. 


The call to violence as a solution to the injustice is validated by the 
ineffectiveness of democracy as a tool for change, illustrated all too 
clearly by the experience of the Algerian civil war and the overthrow of 
Mohammed Morsi in Egypt, to name just two examples. 


The American experience has often pointed to the conclusion that 
corporate and financial institutions are ultimately more influential and 
important than governmental institutions, so in attempting to address the 
iniquity of this system, this may be a better area of focus. 


This is not to downplay the importance of military means, and the 
undeniable importance that these means play in both the example of the 
Prophet, may peace and blessings of Allah be upon him, and any realistic 
theory of government. But excessive focus on military action is not in the 
balanced spirit of justice characterized by the wisdom of Islam. Indeed, 
the Prophet, sal Allahu alaihi wasalam, always attempted to resolved 
conflicts through diplomacy and only resorted to military means in case of 
necessity. 


The Muslim lands have become largely integrated in and dependent 
upon a global economic architecture that is, frankly, under the control of 
polytheists. It is a grave error to suggest that we simply confront them 
militarily, and that to defeat them militarily would be enough. We need to 
have an alternative model and vision, and we need to prepare for the day 
when the present system inevitably begins to collapse under its own 
weight. Ultimately, it is the help of Allah that will prove more decisive than 
our own strength. 


This requires a comprehensive understanding of exactly what it is that 
this system currently does that we need, and how it does it. If our goal is 
to achieve a way of life that is similar or comparable to the modern 
European or American lifestyle, there is little need to look to Islam for 
guidance- Islam will only be a hindrance to achieve this unsustainable 
and materialistic lifestyle. But the problems with this system are such that 
it is an error on the part of anyone, Muslim or not, to think that this way of 
life is desirable. 


We need to escape the paradigm of seeking endless economic growth, 
and accept that the economy ebbs and flows with the same rhythms as 
everything else in nature. The economy will simply rise and recede like 
the tides of the ocean, and trying to reject these flows of nature is 
tantamount to rejecting the order of Allah. This is why we are taught to 
accept with patience and gratitude whatever happens as the will of Allah- 
the universe is designed to seek equilibrium, and trying to fight this 
process really only makes the situation worse, aside from the fact that 
such attempts are doomed by their very nature to fail. 


This is one quality that both the modern economic system and cancer 
have in common- both have the continuous drive for growth as part of 
their core internal logic. Such a system is not something any Muslim or 
moral individual should want to be part of. 
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And say: "Truth has (now) arrived, and Falsehood perished: for 
Falsehood is (by its nature) bound to perish. E 
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Abdullah ibn Mas'ud, radhi Allahu anhu, said, “Verily, the best speech is 
the book of Allah, and the best guidance is the guidance of Muhammad, 
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sal Allahu alaihi wa salam. 


| have attempted with this section to illustrate that cryptocurrency is to 
some extent compatible with Islam (and certainly more compatible with 
Islam than central bank money!) and Allah willing can be used to follow 
the Prophetic guidance. It is my hope that cryptocurrency can be used 
just as the Prophet, sal Allahu alaihi wasalam, used all the forms of 
wealth and tools available at his time for the material and spiritual well 


being of his community and the whole universe. 


| hope, in the next section, to begin discussion of some ways in which 
this technology could be implemented and used according to the 
Prophetic guidance in addressing some of the problems facing the 
Muslim community and humanity. It is my hope that this can provide an 
avenue to take action for anyone who is troubled by the present situation, 
but sees no viable alternatives to act. 


Its as if we are entering into a new dimension, where the borders and 
boundaries that once seemed solid begin to dissolve, and it is up to us to 
redraw the social and political landscape of the world, or else have others 
do it for us. May Allah purify our intentions and guide us on the sunnah of 
his Messenger, sal Allahu alaihi wa salam. 


Part Three 


An Islamic Economic System 


Chapter 16: What Is an Islamic System? 


A man is walking through the forest when he hears a voice. 
“Halt!” 
He turns around and sees a man clad in green with a bow and arrow. 


“I am Robin Hood, | steal from the rich and give to the poor. Hand over 
your money!” 


The man replies “But I’m a simple farmer struggling to make a living. | 
have no money.” 


Robin Hood looks at him sympathetically and hands him a bag full of gold 
coins. 


“Here you go then.” 


The man’s eyes light up, and he looks at the gold coins and exclaims “I’m 
rich!” 


Again, he hears a voice- “Halt!” 


Recent years in Western Europe and the United States have seen an 
alignment of the political left and immigrant communities of Muslims. This 
is a marriage of convenience in many ways- Muslims are becoming a big 
enough percentage of the population to have some electoral clout, and 
this means that some are willing to overlook the attitudes towards 
homosexuality and other beliefs that might clash with the party line. 


Likewise, the Muslim communities, in seeking a higher level of inclusion 
and privilege in their adopted societies, are willing to accept many 
aspects of the political left’s agenda that are actually quite contrary to 
Islamic creed- and in so doing, support those practices, including 
abortion, pre-marital sex (zina) and the normalization and proliferation of 
homosexuality. 


There are more reasons for an alliance between Muslims and the political 
left. Much of the anti-colonial struggle was led by leftists, for the simple 
reason that communist bloc sponsored anti-colonial struggles to weaken 
their capitalist rivals. 


A side effect of this friendliness between Muslims and the left is 
increasing emphasis on the idea of Islamic socialism. This is quite 
contrary to the spirit of Islam which generally protects individual rights, 
particularly in the sphere of economy. 


Itis, however, sometimes claimed that Umar, the second Caliph, may 


Allah be pleased with him, established the first welfare state.” The 
important thing to notice, however, is that the primary taxation was 
voluntary. 


That is to say, zakat is only payable on assets that are in common 
circulation as money- livestock, grain, gold, or silver. There was a tax on 
the produce of land, but this meant that no taxes on the income of 
workers were taken. For most people this meant that if you use your 
money to invest, you can build your wealth without having to pay any 
taxes at all. 


Later generations of Muslim rulers steadily eroded this example as they 
progressively departed from the teachings of Islam and lived increasingly 
decadent and wasteful lifestyles, but the residual effect of this precedent, 
along with many other wise policies and investments in infrastructure 
may have been enough to bring about the prosperity of the following 
centuries. Choices made by governments often have consequences that 
outlive the governments themselves. 


Certainly, the excessive taxation of many socialist regimes would be 
unacceptable in Islam, as would the ideal of making private property 
public. Almost all advocates of socialism favor heavy taxes as a 
mechanism for redistributing wealth. The trouble is, people hate taxes 
and it disincentivizes progress, because people are afraid that the fruit of 
their labor will simply be taken away by the government. One of the 
reasons for the success of Islam in expanding into Roman lands was the 
fact that Islamic government was welcomed due to low taxes after 


suffering under the heavy taxes of the Christian empire.” 


Muslims undertook military expeditions for the sake of Allah, and 
financed these expeditions with their own wealth. Furthermore, they 
generally lived austere and simple lives, so the taxation under early 
Muslim rule may have been a break for the populations of the former 
Roman and Persian provinces. 


The phenomenon of Muslims seeking to gain influence in countries like 
the United States is leading to all kinds of problems. The issue of 
supporting many immoral actions for the sake of a political party and 
unlawfully appropriating wealth through excessive taxes are major 
problems, but there are more fundamental spiritual concerns as well. 
Both communism and capitalism can be clearly traced to the intellectual 
climate of Europe during the so-called “enlightenment.” Christianity was 
so deeply ingrained in European society at the time modern communism, 
democracy, and capitalism developed, that Christian ideology remains an 


integral part of these systems. 


These ideologies share the core principles of Christianity- the elevation of 
the human being to the highest position in the value system. The 
essential ethical guidelines of both these ideologies is, at least on the 
surface, human rights. In communism, it is the belief that the rights of the 
working class must be defended against an oppressive elite, and in 
capitalism it is the belief that the divine becomes manifest in the 
expression of human self-interest. 


It would be a major undertaking to demonstrate a genetic link between 
capitalism and communism and the Christian ideology that pervaded 
every aspect of the context that spawned those ideologies. This is 
beyond the scope of this book, but suffice to say there is reason to 
suspect major connections. For example, the territory of the Western 
Roman empire which was under the authority of the Vatican more or less 
uniformly adopted capitalism, while most of the countries under the 
Eastern Orthodox church became communist. 


Both of these ideologies also have world domination as their clearly 
stated goal- Marx’s manifesto states that his vision can only function 
when it encompasses the whole world- likewise, the vision | was taught in 
political science in the United States is that no two democracies had ever 
gone to war, so if every state were to become a capitalist democracy, it 
would logically follow that there would be no more war. 


This rationale clearly contributes to the notion that it is somehow morally 
acceptable to invade countries to impose capitalist democracy or 
communism on them. It may seem immoral on the surface, but somehow 
it is justified as part of the grand plan to eliminate all war or achieve 


universal justice. In the same way, invasions in the past were justified by 
bringing heathen savages salvation in the form of Christianity. 


The problem with this is that both communism and capitalism very clearly 
came about as a result of the new economic order after colonial wealth 
started pouring into Europe. The social structure that developed in that 
period was entirely dependent on a division of labor that installed ethnic 
Europeans at the top of the hierarchy. 


The presence of an underclass is a consistent theme with democracy. 
Athenian democracy was highly dependent on foreign slaves to function, 
because the citizens had to devote a large amount of their time to 
participating in the political process. 


Today, rather than having a direct slave class, labor is outsourced using a 
global supply chain. Race-selective borders are essential to preserving 
the wealth of both America and Europe, and for this reason they are 
steadily being reinforced. It is ironic that those nations who are most 
vocal in their support for “freedom” are the same nations that are most 
aggressively building walls and attempting to control the free movement 
of human beings on the surface of the earth. And although Europe and 
the United States tireless speak of equality and justice, these borders 
primarily regulate movement according to race. 


This leaves us with a very confusing predicament- Muslim scholars are 
trying to build states using a conceptual toolkit that is based on a mish- 
mash of Christian, Muslim, and Pagan ideologies that has been painted 
over with a sheen of rationality, and trying to follow this example to 
imagine an Islamic system that can still meet the demands of the modern 
world. 


It is to be expected that there would be a lot of debate about what an 
authentically Islamic system would look like. Islam is easy, meaning it is 
not rigid. 
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'Abu Huraira reported: The Messenger of Allah, peace and blessings be 
upon him, said, “Verily, the religion is easy and no one burdens 
himself in religion except that it overcomes him. Be moderate, seek 
closeness to Allah, give glad tidings, and seek help for worship in 


the morning and evening and some part of the night.” 


This is a matter of necessity- no one knows better the nature of reality 
than Allah, and Allah’s religion is designed with flexibility, so that it can be 
implemented in a wide range of circumstances. Islam is a religion 
designed for all of humanity. 


The State is Part of Religion 


When we think of shariah, many of us tend to think about moral and 
social issues like respecting the rights of others, observing modest 
clothing and behavior, refraining from lewd or offensive speech, and 
generally being considerate of others. This is not by accident- we have 
been conditioned to think that religion belongs to the private sphere, 
which is a core principle of secularism. 


Secularism would lead us to believe that it is sufficient to practice one's 
religion privately and assent to whatever rules and policies are imposed 
on us, or that we are forced to finance. This is not the case, as Allah 
expressly directed us toward the possibility of migrating if we are in a 
situation where we are obligated to do wrong: 
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Indeed, those whom the angels take [in death] while wronging 
themselves - [the angels] will say, "In what [condition] were you?" 
They will say, "We were oppressed in the land.” The angels will say, 
"Was not the earth of Allah spacious [enough] for you to emigrate 
therein?" For those, their refuge is Hell - and evil it is as a 


= E 100 
destination. 


There is one fact that cannot be emphasized enough. The modern state 
as an organizational system is a direct outgrowth of the Catholic church 
in Europe. The state is part of religion. 


Admittedly, the modern state is an expression of a reformed religion, but 
many of the institutional structures are directly taken from practices that 
were developed in the context of the hegemony of the Catholic Church in 


Europe. This is part of the DNA of the modern state, and this state 
structure has now been exported and implemented around the world.” 


This is why, in my opinion, every modern attempt at an “Islamic State” 
has met with little success- you cannot slap an Islamic appearance on a 
system composed of elements whose DNA and lineage is fundamentally 
Christian and pagan, and expect that the purposes of Islam will be 
advanced thereby. 


If we look at a human or an animal, we can see that there are certain 
requirements for its existence. Among the foremost requirements are 
food and water. Likewise, the first requirement for the existence of the 
state is food- but the state is fed by wealth, so the essential action that 
defines a state is taxation. We define a person by the way they acquire 
their living- a hunter or gatherer, a butcher or baker- because this has a 
profound effect on their character and identity. The same goes for a 
political authority. 


Just as one of the first things we ask when meeting someone new might 
be what their profession is, if we want to understand the nature of a state, 
we must first ask how it earns its money. 


Taxation may take many forms- it does not necessarily have to be in the 
form of gold, silver, or money. The feudal system in Europe worked by 
means of pledges to provide soldiers. A king would give a lord the right to 
rule land, on the understanding that the king could call upon the lord to 
provide a certain number of trained and equipped fighters in times of war. 


In the case of Islam, the basis of taxation holds such an important place, 
it is the third pillar of the religion, after affirmation of the oneness of Allah 
and the daily prayer. 


Zakat as the Basis of the Islamic Economy 


As discussed in Chapter 2, itis clear that the ideal for the Muslim ummah 
is unity in a single state. However, from the very beginning of Islam there 
have always been a variety of governmental systems within Islam. It is 
natural that different systems will work better for different localities, and 
this was traditionally managed by means of pledges of allegiance to the 
Caliph. 


Clearly, the foundation of any model of taxation in Islamic government is 
zakat. Itis extremely challenging to try to hold together a large and 
diverse nation like this, and zakat is the lifeblood of this nation. This is 
why refusal to pay zakat is regarded as an act of treason or apostasy- 
because it threatens the unity and health of the entire nation. 


If we try to visualize the Islamic economy, we can imagine it as a space in 
which capital is subject to certain rules- zakat and the prohibition of riba 
being the foremost among them. 


If we look at the ayat about zakat, we can see that provisions are made 
for the salaries of those tasked with un. and au the zakat: 
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Zakat expenditures are only for the poor and for the needy and for 
those employed to collect [zakah] and for bringing hearts together 
[for Islam] and for freeing captives [or slaves] and for those in debt 


and for the cause of Allah and for the [stranded] traveler - an 


obligation [imposed] by Allah . And Allah is Knowing and Wise. 


Surah Tawba, 60 


We see here a blueprint for government. In the absence of an Islamic 
government, individual nations or individuals just try to manage the zakat 
for themselves, at most referring to some local religious leadership to 
consult about the distribution. With the disorganized condition of zakat in 
the modern day, many of the purposes of the zakat mentioned in the ayat 


above are completely neglected. For example, consider the command to 
help the destitute traveler. 


At the height of Islamic civilization, an institution commonly known as the 
caravanserai was widespread. This was an institution whereby any 
traveler could stop in a city and receive food, accommodation, and 
services for their mounts (ie. camels or horses), for three days, free of 
charge. This was according to the hadith: 
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Allah's Messenger, sal Allahu alaihi wa salam, said, “Whoever believes 
in Allah and the Last Day, should serve his guest generously. The 
guest's reward is: To provide him with a superior type of food for a 
night and a day and a guest is to be entertained with food for three 
days, and whatever is offered beyond that, is regarded as 
something given in charity. And it is not lawful for a guest to stay 
with his host for such a long period so as to put him in a critical 
position." 

| was surprised in Cairo to see one of these rest houses for travelers. | 
asked my friends about it and they knew a bit about the history- later | 
researched more for myself. It was immediately clear to me that this 


institution would have facilitated trade tremendously, and trade is one of 
the major sources of wealth for a nation. 


There is one hadith, and although it's chain of narration is weak, it 
certainly points to some truth: 
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“Nine-tenths of profit come from trade” 


By facilitating the ease of travel, trade was boosted. This in turn 
generated more overall wealth. 


This house for travelers was, for me, a beautiful symbol of the wisdom of 
the Islamic system and a relic of the greatness of Islamic civilization, but 
sadly it was on the point of disintegrating. Oddly enough, not far from the 
ruin of the traveler's rest house, there was a beautiful, ornate, and 
gleaming mosque. A plaque stood outside announcing that the mosque 
had been restored with funding from the European Union. The mosque 
was built on a grave of a famous sufi. 


This is a fine example of the enmity of the polytheists toward Islam- by 
Islamic law, mosques on graves must be demolished, and yet here they 
were doing the exact opposite! 
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Umm Salamah and Umm Habeebah (radhi Allahu anhuma) told the 
Messenger of Allah (sal Allahu alaihi wasalam) about a church that they 
had seen in the land of Abyssinia, and the images that were in it. He 
(peace and blessings of Allaah be upon him) said: “When a righteous 


man died among them, they would build a place of worship over his 


grave and put those images in it. They are the most evil of mankind 
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before Allaah.” 
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It was narrated that Abu’l-Hayaaj al-Asadi said: ‘Ali ibn Abi Taalib said to 
me: “Shall | not send you on the same mission as the Messenger of 
Allaah sal Allahu alaihi wa salam) sent me? Do not leave any statue 


without erasing it, and do not leave any raised grave without leveling 
107 
it.” 


It's an important task to preserve the heritage of Islamic civilization, but 


it's lamentable that this kind of heritage, which is very contrary to Islam 
and actually serves to undermine the position of Islam, is maintained and 
given a good image, while the structures that are in keeping with the spirit 
of the religion fall into ruin and are neglected. 


The importance of trade is also visible in the example of Umar. During his 
reign, no tariffs were imposed on imports into the Muslim lands, except 


as retaliation against tariffs on Muslim goods. This indicates that the 
default position of an Islamic economy is one that facilitates the flow of 
the economy as much as possible. 


Another aspect of the wisdom behind the command to help the traveler is 
that it promotes unity and connections between people from different 
areas. As a traveler in Afghanistan | was amazed when | once lied while 
trying to haggle over the price of a transport. | told the driver the price 
was too expensive for me and that | didn’t have enough money. A man 
who was standing nearby quickly removed all of the money from his 
pocket, a sum amounting to a couple hundred dollars, and offered it to 
me with sincerity. 


| refused and explained that | was not so destitute that | needed this 
money, but | was still very impressed by this generosity, because the 
monthly wage in that area was around a hundred dollars, so it was really 
not a small amount of money for that location. 


The qualification to help stranded travelers is not limited to Muslims, so 
this action would help to form bonds of love and appreciation between 


Muslims as well as providing an opportunity for polytheists to witness the 
beauty and wisdom of Islam, in addition to promoting the general 
economic welfare of society. 


There is deep wisdom behind every category of persons eligible for 
zakat, but much of this benefit is lost when the Muslim community 
fractures and disperses. Nonetheless, if we are not able to fulfill all of a 
religious obligation, then the obligation is to fill as much of it as we can. It 
is also obligatory to do whatever is in our power to work towards a 
condition where we will be able to fulfill our obligations. 


Trade is a fine example of the wisdom behind the categories of zakat 
recipients, and it is also a good example of one of the purposes that 
facilitates the health of the Islamic system. Conceptually, any time we are 
considering how to structure institutions in an Islamic economic system, 
the ayat relating to zakat are a natural starting point. 


Core Elements of an Islamic Economy 


Sadly, the governments of many Muslim countries have proven 
themselves again and again to be quite unwilling when it comes to 
implementing the basic prescriptions of Islamic law. This is in large part 
because of pressure from foreign powers that benefit from the lack of 
unity of the Muslim lands. In the absence of a government implementing 
aspects of Islamic law, it falls on individuals or tribes to implement 
whatever they can with an ultimate aim of establishing or transitioning to 
a government that can more effectively create an Islamic juridical 
environment. 


There are a few elements that stand out to me as being essential to 
governance according to the example of the Quran, sunnah, and the 
consensus of the sahaba. 


Pd like to review here three of these elements and some of what is 
apparent from their purposes with consideration to how distributed ledger 
technology might allow advancing these elements as well as their 
underlying purpose. 


e Implementation of Zakat 


Some (but not all) purposes include, discouraging hoarding, promoting 
investment, and redistribution of non-circulating wealth, which also adds 


to aggregate demand and therefore consumption since the poor are more 
likely to spend than the rich. 


e Prohibitions (interest, speculation, derivatives, and so 
forth) 


Some purposes of these prohibitions include preventing extreme 
inequality, preventing distortions that open up possibilities for fraud or 
cheating, preventing dealing which would lead to animosity and social 
tension (ie. win-lose transactions). 


e Facilitation and encouraging of trade 


Commerce should be encouraged and supported by any available 
means. 


The implementation of these three elements alone would certainly 
promote stability and sustainable economic growth. The facilitation of 
trade is also established in liberal economic theory as a means of 
promoting wealth creation, but the implementation of this theory has 
generated increasing levels of inequality as a side effect. The cure to 
these side effects is the implementation of zakat and the prohibition of 
interest. 


Zakat acts as a steady but relatively mild (compared modern tax regimes) 
pressure towards redistribution from the very wealthy to the destitute, 
while allowing the wealthy the means to escape paying the zakat if they 
invest in the economy. At the same time, the prohibition of interest 
discourages hoarding and prevents the rise of a moneylending class that 
could eventually dominate both economic and political power. 


In Chapter 7, | described the hierarchical, pharaonic world economy that 
presently dominates the world as a pyramid, and the more egalitarian 
Islamic economy as a cube. Since the cube has three dimensions, it 
could be useful to consider these three elements of an Islamic economy 
as the three dimensions of a conceptual cube. 


We could imagine the vertical supports as zakat. The vertical supports of 
a cubic structure act as a link between the upper and lower sections of 
the cube, much in the way zakat serves as a link between the upper and 
lower classes of a society. At the same time, it is this connection that 
allows for the upper part of the cube to be elevated, just as it is the labor 


and consumption of the lower classes that both enables production and 
allows the upper classes to become wealthy. 


The prohibition of destructive practices like interest and speculation could 
be imagined as one horizontal flow of the cube, which serves to stabilize 
the vertical flows. This keeps the different productive sectors of society in 
harmony with each other, because the integrity of the structure requires 
that the vertical flows not crash into eachother. 


At this point we have a square, which would be any individual regional, 
ethnic, or professional subset. Taking advantage of the powerful growth 
engine of comparative advantage requires standardized exchange and 
communication between these subsets, which is trade. 


Trade would be the depth of the system, which forms the individual 
subsets into a single contiguous unit. Different localities may each have 
their unique class dynamics that require regulation between different 
social strata, but the depth comes from these subdivisions working 
together in harmony. 


This should not be viewed as a static or optimal state, but rather as a 
process. This is why | describe the vertices as flows. 


The benefit of the visualization is that it can help to balance these three 
types of policy measures- positive, negative, and connective. Of course, 
the positive would be the drawing of zakat, the negative would be the 
prohibition of harmful practices like interest, and the connective would be 
the promotion of exchange, whether between professional associations, 
ethnic groups, or regions. 


If one of the dimensions is neglected, the others can easily fall out of 
balance. For example, if excessive emphasis is put on prohibition, and 
there is no implementation of zakat, there will be a lack of investment as 
well as a lack of aggregate demand, leading to a depressed condition. If 
emphasis is placed on zakat, but prohibitions are neglected, there will 
rapid growth, but also increased social tension which leads to destructive 
conflicts which erase the gains. 


If trade is not promoted and facilitated, the structure cannot hold together. 


How Can these Measures Be Implemented in a Distributed Ledger? 


This is the really interesting part, because something can sound very 
good in theory, but the practical implementation almost always proves 
more challenging than the conceptual imagining. It has to be assumed 
that an Islamic economic system needs an Islamic government. 


Distributed ledger networks cannot possibly be a substitute for a 
comprehensive Islamic system, but it could be a means to advance some 
of the aims of the shariah and simultaneously work towards the 
establishment of a more unified Muslim nation. If at some point the 
Muslim ummah is able to achieve a higher degree of unity, such a 
network could also be beneficial to carrying out the functions of 
government and commerce. 


Taking a sincere look at the hadith relating to the end times, it really 
doesn't appear that we can expect to see the peace and justice of a 
unified Islamic system reigning on earth any time soon. That doesn’t 
mean that we cannot try to implement whatever aspects of goodness we 
can. 


This is a very challenging subject, because there are certain aspects of 
Islamic law that can only be implemented in the presence of others. For 
example, if zakat is not collected there is no assistance offered to the 
poor, and no atmosphere of religiosity where charity is widespread, it is 
very unreasonable to implement the shariah punishment for theft. 


There are other aspects, however, like avoiding adultery and alcohol, 
which can be implemented on an individual or community level in the 
absence of a comprehensive Islamic system without any trouble at all. 


So in the absence of a unified Islamic government, we must ask 
ourselves what of the shariah can we implement to benefit our own souls, 
the ummah, and the whole world? | am of the firm conviction that Bitcoin 
has given us the foundation for a tool set that can enable us as an 
ummah to implement many aspects of Islam that have been largely 
abandoned or forgotten. Since I’m working with the assumption that zakat 
is the foundation of an Islamic economy, I'll start there. 


Zakat 


There is no doubt that with smart contracts and cryptocurrency, zakat 
can be automated. A cryptocurrency address or network can easily be 


programmed to deduct 2.5% of the balance of an address once per 
calendar year. This is a relatively straightforward process for a program 
included with a transaction or on the protocol level of an entire network. 


This balance could be automatically set aside on a separate address. 
The separate address could be labelled as zakat, and could then be 
distributed as is the custom nowadays in most places- at the discretion of 
whoever is paying the zakat. This would be a helpful little program that 
could certainly save a bit of time, but it would not really fulfill the essential 
purpose of zakat. 


As mentioned in Chapter 2, one of the purposes of zakat is to signal the 
leadership of the community. The zakat is ultimately either directly or 
symbolically given in the name of the leader, and paying the zakat is 
clear recognition of the authority of the leader. 


Instead of apportioning zakat to an individual address, zakat could be 
stored in a collective address, in the tradition of the treasury or “bait al 
mal.” Funds could be released by votes from contributors the addresses 
that contribute the zakat payments. 


In this way, a blockchain or any distributed ledger could actually serve as 
a sort of election mechanism- the participants in the network signal their 
recognition of a leader by means of voting to release the zakat funds to 
the address of the designated leader. 


One of the problems of electing a clear leader of the Muslim community 
has been the difficulty of convening all of the Muslims given the overall 
environment of hostility towards Muslim unity. 


There are many challenges to this. How would identity be verified, to 
ensure that malicious players do not infiltrate the network? Also, if there 
are Muslims living in countries whose governments are hostile to the 
cause of the unity of the ummah, how would they be able to participate in 
a such a vote without compromising their identity? 


This is not as problematic as it might seem, because in Islamic elections 
votes are not made by individuals so much as influential members of 
society, also known as “ahl al hal wal agd.” Adding a layer of reputation to 
addresses would make it very difficult to influence such a vote without 
making extensive contributions to the community. This topic is further 


explored in Chapter 18. 


Even in the absence of a leader, concentrating the zakat and giving the 
control over to an agreed upon organization or government could be 
highly beneficial. For example, the money could be used to carry out 
large scale projects that would be impossible with our currently dispersed 
model of zakat. 


Zakat is one element of Islamic law that should ideally be centralized- 
there could always be a deficit in one region and a surplus in another, 
and the leader would be in the best position, as the one to whom the 
Garde go with un to assess the need of the ummah. 
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Abu Musa reported: The Messenger of Allah, peace and blessings be 
upon him, said, “Verily, the believers are like a structure, each part 
strengthening the other,” and the Prophet clasped his fingers 


together. 


I’ve mentioned in this chapter and in chapter 2 the fact that the zakat 
helps to establish the legitimacy of the leader, but it’s also important to 
note that it increases the overall bond of society by causing the recipients 
of the zakat to have a bond of loyalty and gratitude to the leader who 
distributes the zakat. Distributed ledgers give us the unique ability to 
accomplish these aims without having a geographically contiguous 
nation. 


So there are definitely some ways the technology could serve to advance 
the purpose of Islam in this regard, but what about the prohibition of 
interest and other harmful financial practices? 


Prohibitions 


The nature of a distributed ledger network like Bitcoin is that it is open to 
anyone. This presents some problems when it comes to legal issues that 
would normally be enforced by a central authority. 


In the ideal Islamic model, people who are known to be of sound intellect 


and religion, and who hold important positions in their respective 
communities come together and elect a caliph. The caliph in turn 
appoints the most qualified governors from each region according to the 
political sensibilities and needs, and these governor appoint judges in 
each community who are seen as the most fit and able to fill the posts. 


If someone is accused of a crime, the evidence is brought before the 
judge, who may conduct an investigation, and if the accusation is found 
to be true, some punitive action is taken in accordance with the word of 
Allah. If the accusation is shown to be false, the accuser may be subject 
to some penalty. 


As we are well aware, we don't live in such a system, but there is very 
promising experimentation underway that indicates decentralized 
adjudication systems are possible within distributed ledger networks. 


Public blockchains like Ethereum have demonstrated that it is possible to 
store and execute contracts on a distributed ledger. These contracts can 

contain whatever information a user wishes, including interest, as long as 
the user pays the network fee. 


One simple way this Islamic rulings could be achieved on such a network 
is by having a standard set of basic contracts which are approved by 
Islamic scholars. Anyone could issue one of these contracts with the 
ordinary network fees, but custom contracts would have to go through a 
process of approval, and an additional fee would go to pay for the review 
process. 


This raises the problem of who in an open network would be selected to 
approve custom contracts? Or if the set of pre-approved contracts needs 
to be expanded, who approves them? These are issues of governance in 
decentralized systems which will be looked at in more detail in the next 
two chapters. 


Trade 


The third essential element | identified among the core elements of an 
Islamic economy is the promotion of trade. 


One of the major criticisms of Bitcoin is that it will lead to excessive 
deflationary pressure. The theory goes that since the value of Bitcoin 
continuously increases, no one will want to spend it, and therefore it can’t 


function as an effective currency. 


This criticism is only valid if we were to consider Bitcoin as being the 
exclusive means of exchange, but it has some validity nonetheless. This 
is another problem that is also elegantly resolved by the implementation 
of zakat. 


In a distributed network, however, there is no means of enforcing zakat. A 
certain number of actors can be expected to act on the basis of goodwill 
alone, but even if zakat deductions are programmed into the base layer 
of the network, there is no way to prevent shuffling wealth between 
different wallets to avoid paying. There are, however, means to 
encourage exchange. Effective means of encouraging exchange also 
solves the problem of a deflationary currency as the base of an economic 
system. 


As discussed in chapter 12, an experimental approach called “Proof of 
Importance” points to the possibility of incentivizing economic activity. 
This method proposes to award block rewards for helping maintain the 
network according to an algorithm that monitors the interactions between 
nodes in the network. 


What this means is that those who maintain the network stand to profit 
more if they transact with more participants of the network, and still more 
if they transact more with those who transact a lot with more members of 
the network. 


With Proof of Importance, it is possible to increase your importance in a 
network by entering into more financial dealings with more people. 
Increasing your importance means you are able to collect more of the 
total supply of a currency as it is distributed. This can increase the 
velocity of money by adding additional incentives for commerce, and 
further shifting the balance of profitability away from hoarding. 


A Digital Islamic Economy 


Any activity that involves monetary transfers within a network of peers 
could be included in such a system, including: 


E-commerce: eBay was one of the internet's first killer apps, and online 
classifieds continue to increase in popularity. 


Freelancing: The market for freelancers is becoming bigger and bigger 
as the structure of workflows is globalized. 


Peer to Peer Lending: Traditional banks are presently being disrupted 
as middlemen by apps that allow consumers to lend directly to each 
other. 


Uber of X: Uber was one of the first apps to link drivers with people who 
need a ride, and since then this model has been copied on all kinds of 
other industries; for example, AirBnB, an app for renting out extra living 
space by the night, and many other services like nannies, housesitters, 
tutors and so on. 


There are many more ideas, but this is just to give an idea of how a 
currency distribution system with incentives could be linked to a digital 
economy. 


Emphasizing the importance of a digital economy could be a good 
strategy for the ummah. It is possible to find in every Muslim community 
many Muslims who have the faith and willpower to work towards a project 
like this, but they are generally very few, and we are heavily affected by 
our surroundings. By emphasizing the digital economy, it would allow 
individuals who are motivated to work for the well-being of the ummah to 
collaborate more and influence each other, building collective resolve and 
critical mass, as well as creating high iman virtual work spaces. 


In Chapter 3 we looked at the increasing value of user data, and the fact 
that in many ways it is a public good. It’s important to understand that 
everything about our digital lives generates data, and that these data 
have value. There is a strong case to be made for providing alternatives 
to mainstream internet services. Even if we cannot achieve comparable 
user experience to compete with existing services, some of us are still 
willing to use less user friendly software to support a good cause. 


In particular, by using conventional internet services like Youtube or 
Facebook, we support the economies of nations that are heavily engaged 
in projects that are harmful to the Muslims in multiple ways. First, we are 
exposed to their advertising, which is often filled with sinful and harmful 
images and suggestions. Secondly, this provides profit to these 
platforms. Third, we are willingly handing over our data. Facebook's 
collaboration with the Israeli military intelligence is a fine example of why 


this is a problem. Fourth, we come into contact with many people who 
are not mindful of the command of Allah, and can be influenced by them. 


There is undeniable benefit to be gained by the use of such services, but 
there is also great harm in them, and in fiqh the general principle states 
that the avoidance of harm takes precedence over the gaining of benefit. 
These services can have an addictive affect, however, and many of us 
struggle to contain our usage. Providing a cleaner alternative could be a 
step in the right direction. 


Providing services is also one of the best ways to gain traction for a 
currency. Bitcoin is leaps and bounds superior to our present economic 
system, but at the same time, by using the network we are enriching the 
Bitcoin elite. In many ways, the small set of individuals that controls the 
majority of the supply of Bitcoin are working towards the implementation 
of Islamic values, although they do not identify as Muslims. There are 
plenty of points of disagreement, however, so ideally we would have our 
own autonomous system. 


There are some essential areas that require more research before 
concrete strategies can be formulated to this end. One of the foremost is 
the issue of the distribution of money. If we are going to hand the power 
to issue currency over to a program, how can we ensure that that 
program is fair, or, at least, as fair as possible? If we try to use the 
distribution mechanism of a currency to stimulate trade and the growth of 
an Islamic digital economy, how do we secure the system from being 
gamed by the many and well funded opponents to such a project? 


For now, Bitcoin appears to be the best and most secure option, but as 
mentioned earlier, it puts those with a lesser capacity in manufacturing 
computer chips at a disadvantage. It is not yet clear if it is possible to 
design a system that would be favorable to both Islamic values and the 
disposition of the Muslim ummah. If it is possible, such a development 
could be of tremendous benefit, so it seems it is certainly worthwhile to 
investigate. 


Chapter 17: Who Gets The Money? 


“In the end, strength of principles is less effective defense than 
decentralized architecture: "can't do evil" is the only effective approach.” 


-Andreas Antonopoulos 


An old saying goes “Power corrupts, and absolute power corrupts 
absolutely.” 


No matter how well intentioned a social movement is, there always exists 
the potential for corruption, as long as there is power. Even supposing 
that the leaders of amovement have such firm morals that they cannot 
be bought or intimidated, there always exists the possibility to infiltrate 
the movement to divide, weaken, or completely co-opt it. 


Cryptocurrency gives us, for the first time in history, the ability to regulate 
the action of individuals in the legal, economic and political spheres with 
computer programs, giving rise to the expression “code as law.” Although 
this influence is limited to the digital space, the more the relevance of the 
digital increases, the more importance this development will take on. 


This points to a future where the line between programmers, lawyers, 
and legislators is blurred, and where individuals can choose which laws 
they abide by through participation or non-participation in virtual 
networks, much as individuals presently have the choice to move to 
another country if they don't like the laws of the country where they live. 


One of the most essential questions in legislation is also one of the most 
over looked- who gets the money? 


In the United States, for example, the allocation of tax dollars goes 
through a rigorous government approval process. The approval of the 
budget each year is subject to extensive discussion and debate, and in 
recent years it has led to several shutdowns of the federal government. 


The part that is overlooked is that the allocation of new money may be 
more important than the allocation of existing money. 


In a way, government is downstream from banks, since the vast majority 
of money is created by banks as debt. The government then takes its tax 


revenue mainly from this money. The leadership of banks is not elected, 
but rather chosen by investors according to one criteria only: the ability to 
turn a profit. Legislators, being dependent on the performance of the 
financial sector for their own livelihood, thus have an incentive to reform 
laws in whatever way maximizes profits. 


This leads to a number of moral crises in modern capitalism- for example, 
by driving up the price of housing, profits on loans can be increased, but 
more and more people will be unable to afford a home. 


While theoretically anyone can share in the profits of banks by handing 
their money over to those same banks for management, this leads to 
another crisis of accumulation, as those without enough money are too 
busy trying to survive to invest anything. The rich get richer, the poor get 
poorer. 


Contrary to the views of many Bitcoin advocates, inflation can be 
beneficial. The real problem with inflation in our current monetary system 
is where the new value goes. 


In the case of gold, the new value goes to the gold miners. As new gold 
is mined, if demand remains static, the value of all gold goes down. 
Miners are rewarded for their efforts in mining gold, and at the same time 
they provide a durable means of exchange to society. In the banking 
system, bankers get the new value, ostensibly because they provide the 
service of offering financing to businesses and individuals thus finding 
and stimulating the most efficient patterns of labor and commerce. 


One of the biggest problems with transferring value to the rich is the 
issue of distribution- rich people are much less likely to spend additional 
money, and more likely to save it than middle class or poor people, and 
spending money drives employment. 


There is always a rationale behind the creation of money. In any system 
where money is created, that money is used somehow to preserve and 
protect the system of which it is a part. With Bitcoin, the new money goes 
to miners as a reward for protecting the network. With central banks, it 
goes to private banks as a reward for maximizing the output of the 
population. 


Both of these systems tend toward concentration of wealth. In the case of 


central banks it is due to interest and preference to loan to those who are 
most able to repay, ie. those who are already rich. In the case of Bitcoin 
hardware specialization drives concentration. 


An ideal Islamic system, in my opinion, would harness the incentive of 
money creation to three purposes: 


e The security ofthe system, as with Bitcoin 

e The overall health and productivity of the economy, as with 
conventional finance 

e The standards of Islamic ethics and morality 


From my research so far into consensus protocols, a reputation based 
system appears to be the most promising consensus method, taking into 
account the priorities of Islamic law and the unique needs of the Muslim 
community. 


Proof of Reputation 


Like Proof of Importance, a Proof of Reputation currency could harness 
all kinds of economic activity and represent the integrity of network 
participants, turning reputation into a sort of parallel currency. This would 
allow participants without access to large sums of capital to have a much 
better chance to be recipients of rewards, simply by consistently 
behaving honestly and adding utility to the network in various ways. 


Security 


This is the whole basis of Bitcoin's value- security and immutability. 
Immutability is part of security, since this is, of course, about who owns 
what. 


In a reputation based system, it is not energy expended solving 
equations that secures the network, but some other form of action that 
has economic value. Satoshi, said regarding Proof of Work 


“Proof-of-work has the nice property that it can be relayed through 
untrusted middlemen. We don't have to worry about a chain of custody of 
communication. It doesn’t matter who tells you a longest chain, the proof- 
of-work speaks for itself.” 


It is hard to beat this. In an open network, that which cannot be faked is 
supreme. 


Alternate systems have to rely much more on some form of trust. There 
are methods, however, that could reduce the probability of a malicious 
actor taking control of the network to close to zero. 


For example, a a queue of miners or validators stands by waiting for 
entry into a pool with a set number of participants. A group of validators is 
probabilistically selected from the queue with the probability of selection 
weighted according to reputation, and the selected candidates have a 
limited time to agree on and validate a block. Failing to reach consensus 
results in a reduction in reputation. If a consensus threshold of say, 70% 
is reached and one node does not participate in the consensus, this 
results in a reduction of reputation for the non-participating node(s). 


Since there is an element of unpredictability in the selection, it would be 
quite difficult to stage an attack, because it would require getting a large 
number of colluding nodes included in the validation group. Unsuccessful 
attacks would decrease the reputation of validators, meaning to build up 
sufficient strength to stage an attack would require making major 
contributions to the network, and even then the chances would be very 
slim unless a majority of the network was fraudulent. 


The system would be vulnerable with a small number of users, but 
networks generally become more attractive as targets for attack the 
bigger they get. 


Although reputation could be negatively affected by participation in 
validation, positive reputation increases would be derived externally. In 
this way, all security is effectively deferred to the calculation of reputation. 


The primary security risk with such a system is Sybil attacks or collusion 
attacks, where a malicious actor creates a large number of false 
accounts that overwhelm the network. 


The best way to defend against this is to make whatever behavior builds 
reputation cost money, which is what proof of work does. Adding another 
factor like reputation can simultaneously increase the cost of an attack 
while allowing those without access to capital a fair chance at 
participating. Internet reputation systems have been notoriously 
vulnerable so far, largely due to the problem which Bitcoin has solved- 
the ease of duplicating information. 


If the network is built on existing social networks, reputation can also be 
made contingent on interacting with the entire network, as in Proof of 
Importance. This would mean that it would theoretically be possible to 
infiltrate the network, but it would require engaging in transactions with a 
large percentage of the network, such that many network participants 
would make money in the process. In other words, an attack would 
require making a very large donation to the network, and even then, 51% 
attacks do dilute the supply of a currency, but they don't kill it. Several 
networks have survived 51% attacks in the last several years. 


In Bitcoin, an attack on the network also has beneficial side effects. 

Adding the computing power necessary to carry out an attack increases 
the difficulty of mining, which makes Bitcoin harder to get and drives up 
price, which in turn attracts more miners, further increasing the difficulty. 


A reputation based model would have a similar effect. As the number of 
validators increases, competition for the currency would increase, which 
would drive up price and attract more validators to the network, thus 
lowering the probability of the attack group gaining a high enough 
proportion of the validation pool to stage a successful attack. 


Supporting the Real Economy 


Such a reputation system would have been impossible at the time Bitcoin 
was developed, but on the basis of an established protocol like Bitcoin it 
is possible. This is because it is possible to securely include transactional 
data, like partnerships, equity, and dividends on a distributed ledger like 
the Bitcoin network, and it is also possible to record if expectations or 
promises were fulfilled. 


For example, one of the most common forms of financing in Muslim 
countries today is the jami’a. This sometimes works as follows: 10 
families get together and agree to put a portion of their paycheck into a 
common pot every month. The families draw straws, or otherwise agrees 
on the sequence in which families will receive funds. The first family on 
the list receives all 10 payments the first month. If the amount of the 
monthly payment is $100 for each family, this means the selected family 
receives $1000. 


This arrangement works because families will usually only include other 
families that they know are trustworthy. In Muslim countries, families and 


communities tend to be closer than in places like Europe or the United 
States, which may be a factor that contributes to the popularity of this 
form of financing. 


This is one of the most common forms of Islamic financing today, but 
there are a number of others. Such a form of financing can hardly be 
used for large, international projects, because there are currently no 
trusted, virtual networks. If there were, it would theoretically be possible 
to conduct a jami'a with thirty thousand, one hundred thousand, or even a 
million participants. 


Finding trustworthy people is real challenge, however. 
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Narrated `Abdullah bin "Umar: | heard Allah's Messenger (sal Allahu 
alaihi wa salam) saying, "People are just like camels, out of one 


hundred, one can hardly find a single camel suitable to ride." 


Anyone who has done business in a Muslim country can attest to this- 
having a beard, praying in the mosque, and outwardly observing the rules 
of Islam by no means guarantees that someone is trustworthy or a 
reliable person. 


Although it is easy to become overwhelmed by cynicism, the fact is, even 
if they are few and far between, there are many trustworthy and 
competent individuals among the Muslims. United, they could be a great 
force for good. 


International business deals today are generally settled through 
electronic channels anyway- banks. The difference between the ledgers 
of private banks and a network like Bitcoin is primarily that Bitcoin is 
public, and everyone can see every transaction you have ever made. It’s 
not hard to see how this could be a method for establishing trust with 
people you've never met. 


The two requirements for building reputation in this way would be 


e Entering into business and financing arrangements that are 
settled on a distributed ledger and 


e transacting with as many network participants as possible, with 
more weight given to transaction with higher reputation 
accounts. 


This means is that the first users of a system like this will have an 
advantage as the network grows, but it also means they will tolerate more 
risk initially. This was also the case with Bitcoin, and the stunning price 
increases are a reward for tolerating this risk. 


It would be riskier because in the beginning the reputation difference 
between a trustworthy person and an untrustworthy person would not be 
clear until transactional data begins to build up, meaning the first users 
are likely to end up losing money. This money is not entirely lost, though, 
because it helps to separate the wheat from the chaff, so to speak. The 
more transactions that take place on the network, the more real 
reputation would become. 


There is no question that it is possible to find reliable people. Fintech 
startups currently exist that achieve higher rates of repayment on loans in 
the Philippines and Colombia than conventional banks in the US and 
Europe, although the Philippines and Colombia are usually considered 


high-risk lending markets.” This is achieved through the use of 
algorithms that analyze cell phone and social media behavior, and using 
these data, approve about 5% of applications for loans. 


This does not necessarily need to be formulated as a literal algorithm- it 
could also be an intuitive process that draws data points from groups, 
rather than individuals. The system just needs to provide the data- since 
the financing is peer to peer, each financier can use the method they 
wish with the data available. Further implementing a social trading 
system like that of eToro could help to coordinate a swarm effect of a 
global user base. Under this model, leadership is merit based. 


In short, it may be possible to give people the same enthusiasm that 
Bitcoin miners have for mining, but to motivate them to go out and 
actually build functional projects that benefit the community and the 


economy instead. 


The Muslim community is not very rich when it comes to manufacturing 
computer chips, but we do have a real wealth when it comes to 
community and emotional and social intelligence.. 


Defeating the Narrative of Superiority/Inferiority 


A key part of the colonization of Muslim countries has been convincing us 
that the forms of wealth we hold do not have value and there is no better 
way to counter this notion than to capitalize on our own strengths. Simply 
put, we need a funnel to filter through as many people as possible, find 
reliable and trustworthy people, give them a means of connecting with 
each other so we can finance each other and put our talents and our 
knowledge of our own local contexts to work. 


By linking the distribution of currency to reputation, users would have an 
incentive to bring real value to the network and enter into contracts that 
make money for as many network participants as possible. Beyond 
transactions, referrals would also be a powerful method of building a 
quality community. In this way, if you have a high reputation, you can help 
someone you believe to be reliable to enter the platform by 
recommending them, or you can help someone get financing for a single 
project by linking your reputation to the project. This would also cause 
you to be very careful about whom you link your reputation to. 


There may be individuals who do not have the skills to execute many 
successful projects, but they may know people who can. By adding the 
possibility to build reputation by referring productive members, users 
could rise through the ranks of the system not only by having the 
knowledge and capital to execute a successful project, but also simply by 
having good social intelligence and networks. This is a skill often 
possessed in abundance by individuals who would be regarded as 
“uneducated” by European standards, but in fact may have a great deal 
of knowledge that is inaccessible to most university graduates. 


Such a system does not need to be exclusive to Muslims, since 
polytheists sometimes embody principles of Islam like honesty and 
persistence more completely than those who outwardly identify as 
Muslims. The important thing is that Islamic principles are upheld, 
regardless of who uses the system. 


Differences of Opinion 


It should be clear by now that in the issuing of money there exists 
tremendous power to influence behavior. In fact, the current moral 
degeneration of the West can be traced partly to emphasizing profit 
above all else. The Bitcoin network, which has exceeded the computing 
power of the 100 most powerful supercomputers in the world, is evidence 
of just how much power is there- and Bitcoin is still in its infancy. 


Islamic law in all of its expressions protects the spiritual and material well 
being of those who implement it- this is no less true of a cryptocurrency 
network. In Chapter 10, we looked at how many of the core principles 
underlying Bitcoin are either indirectly derived from Islamic teachings or 
in harmony with Islamic teaching, and how these elements have been 
key to Bitcoin's long term success. 


The more complex a distributed ledger becomes, the more factors have 
to be considered. One person transferring payments to another, in itself, 
is without a shadow of a doubt completely acceptable in Islam. When we 
start implementing transactions with more features, it becomes more 
difficult. If we are going to be developing software, we want to be as sure 
as possible that 


e |t encourages and promotes beneficial and lawful actions. 


e |t makes criminal actions, like charging interest, as difficult as 
possible. 
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Allah says: 
You are the best nation produced (as an example) for mankind. You 


enjoin what is right and forbid what is wrong and believe in Allah. If 
only the People of the Scripture had believed, it would have been 
better for them. Among them are believers, but most of them are 


defiantly disobedient.' 


A major challenge when it comes to establishing standards of right and 
wrong in a decentralized network is who makes the decisions- and when 
there are reputation penalties for violating the rules, this also means that 
whoever makes the judgments also has an effect on who gets the money. 


A mechanism for determining the authenticity of claims of unlawful 
behavior is an essential feature, as is a method for settling disputes. This 
is easy on a centralized platform- the authority is simply with the staff of 
the company, and they act within the confines of the jurisdiction in which 
they are based and company policy. With a decentralized network, the 
situation is not so straightforward. 


The solution may lie in some form of decentralized arbitration. Such a 
system could also be user driven and powered by incentives by means of 
reputation. Beyond resolving disputes and investigating if contracts are 
shariah compliant, such a mechanism could also secure the network by 
offering rewards to users that detect attempts to launch attacks on the 
network or otherwise violate rules. 


The next chapter is dedicated to outlining a proposal for what such a 
system might look like. 


Chapter 18: Courts Without 
Governments 


“Whoever controls the courts, controls the state.” 
-Aristotle 


Couris are an indispensable component of justice, and justice is the base 
of a healthy economy, but the position of judge is a heavy burden. 


Throughout Islamic history, many respected scholars have refused official 
appointments as judges. Imam Abu Hanifa, the progenitor of the Hanafi 
school of jurisprudence, was famously imprisoned and whipped for 


refusing an appointment as a judge.” 
This is hard to fathom today, when the vast majority of people lust after 
power that could enhance their status and position in this world. Looking 


at some hadith on the topic of judging shows part of the reason for their 
refusal. 
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Narrated Abu Hurayrah: The Prophet (sal Allahu alaihi wa salam) 


said: He who has been appointed a judge has been killed without a 
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knife. 
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Narrated 'Abdullah: "There is no judge who judges between the 
people but on the Day of Resurrection an angel will come and take 
hold of the back of his head towards the sky and if it is said: "Throw 
him," he wili throw into an abyss the depth of forty autumns 
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“Judges are of three types, one of whom will go to Paradise and two 
to Hell. The one who will go to Paradise is a man who knows what is 
right and gives judgment accordingly; but a man who knows what is 
right and acts tyrannically in his judgment will go to Hell; and a man 


who gives judgment for people when he is ignorant will go to 
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Hell.” 


This hadith” indicates that judgment is distinct from other actions in that 
there is a spiritual punishment for acting in ignorance. This means to 
accept the appointment, one has to consider his own knowledge as 
sufficient, and it is often the case that the more a person learns, the more 
they realize how little they know. 


Of course, it is not possible at present to run anything like a full court on a 
distributed network, because the power of the court is only proportional to 
the court's ability to enforce its decisions. If the court has the ability to 
enforce decisions that have an effect on a user's ability to collect 
rewards, and we consider the monetary power of a network like Bitcoin, 
then we could be talking about a lot of power. 


Until now, the idea of very small firms or entrepreneurs undertaking 
international ventures has been limited by legal factors. Most 
multinational corporations have full time international lawyers on staff for 
precisely this reason. When you are undertaking projects in multiple 
jurisdictions, things can get very messy in cases of disputes, because 
local variations in laws could sway the outcome of a judgment in one way 
or another. This adds a layer of complexity to contracts that is not present 
with contracts that are only used in a single country, which is why most 
small enterprises are limited to a single country. 


The legal situation also presents a conundrum to devout Muslims who 
want to participate in business undertakings- the right of legislation. Many 
of the legal systems in place in and outside of Muslim countries are 
considered highly problematic or outright unlawful by many Muslims 
because they judge en to human made law. Allah says: 
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You worship not besides Him except [mere] names you have named 
them, you and your fathers, for which Allah has sent down no 
authority. Legislation is not but for Allah. He has commanded that 
you worship not except Him. That is the correct religion, but most of 


the people do not know. 


What this means is that for Muslims, seeking a ruling other than the ruling 
of Allah can be tantamount to idolatry, the most severe sin of all. Allah 
says: 
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“They (Jews and Christians) took their rabbis and their monks to be 


their lords besides Allah” 
A hadith contextualizes this verse: 
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Once while Allah's Messenger (sal Allahu alaihi wa salam) was reciting 
this verse, Adi bin Hatim (radhi Allahu anhu) said, 'O Allah's Messenger! 
They do not worship them (i.e. the rabbis and monks)'. Allah’s 
Messenger (peace and blessings of Allah be upon him) said: “Yes they 
did. They (rabbis and monks) prohibited the allowed for them 
(Christians and Jews) and allowed the prohibited, and they obeyed 
them. This is how they worshiped them.” 

This doesn't mean that humans can't make laws to adapt to different 
circumstances- it means that if there is a clear ruling in the Quran or 
authentic hadith, we cannot make laws that supersede it. There is 
certainly room for flexibility and interpretation, but many modern 
constitutional systems replace aspects of the sharia outright with laws 
that were developed in the context of secular humanism. 


Since this is a major sin, going to those who are guilty of this sin to seek 
a judgment is very distasteful for many Muslims, to say the least. This 
presents a real problem when it comes to doing business. It could be that 
we could make a lot of money by participating in these systems, but this 
wealth may be deprived of blessings, which could mean that it will 
ultimately be of no benefit to ourselves or the broader community. 


Even if a legal system upholds justice in terms of business and contract 
law, it may be part of a system that acts contrary to the sharia in other 
areas, and by appealing to such a system, we legitimize it and therefore 
reinforce the aspects of that system that clash with Islamic beliefs. 


While itis probably a minority of Muslims that recognizes and actually 
cares about the spiritual problems associated with participating in legal 
systems at odds with the shariah, it is still an issue for many, and it would 
be a good thing if awareness of these problems increased, for the sake of 
the well-being of the whole world. Being just on the material level while 
being unjust on a spiritual level is, in the end, a self-defeating proposition. 


There has been progress recently in many areas with what has been 
termed an “Islamic revival.” Preaching efforts funded partly by the oil 
boom in the Persian Gulf and facilitated by the rise of the internet are 
increasing knowledge of the authentic creed of Islam and its commands 
and prohibitions among many Muslims. As this awareness continues to 
spread, more and more Muslims are becoming dissatisfied with legal 
systems that are contrary to these core values. 


A number of Islamic groups have undertaken violent campaigns in recent 
years on the basis that modern legislative systems are illegitimate. The 
path chosen to counter this movement has been likewise, pure violence, 
but you cannot bomb ideas into oblivion. There is a need to recognize 
that there are valid grievances behind such movements that must be 
addressed, and if these grievances are not addressed, the problem will 
arise again and again in different forms. 


The possibility of decentralized arbitration and dispute resolution may be 
a step in this direction. Rather than trying to smash the state with 
violence, those who are dissatisfied with the services being offered by the 
state can join virtual communities that operate according to principles that 
do not violate their conscience. 


Mechanics of Decentralized Dispute Resolution 


So how can a system like this be implemented? There are a few key 
components that are commonly referenced in discussions about 
distributed ledger networks which could contribute to a decentralized 
arbitration system. 


Multi-Signature Transactions: This means that money can be sent to 
an address, and that it requires multiple keys to unlock it. If A sends 1 
Bitcoin to B, B can be programmed such that A and C must sign a 
transaction in order to release funds to C. 


Time-Delays: An address can be programmed to change states after a 
fixed amount of time has elapsed. For example, if a A sends 1 Bitcoin to 
B, if Aand C do not sign another transaction within 24 hours, B 
automatically sends the money back to A. 


Pseudorandom Selection: Judges or jury members can be selected 
according to certain criteria, like reputation, with an element of 
randomness to relieve some of the political pressure and potential for 
abuse that comes with such appointments in traditional systems. 


Deposits: Deposits can be used as an incentive to discourage abuse- if 
a user wants to initiate a juridic process, a deposit must be paid, which 
will be forfeited if the claim is deemed spurious or unnecessary. This 
deposit is released according to instructions contained within the 
contract- for example, the private key of a judge or a time delay could be 
reguired to release the funds. 


A decentralized dispute flow could look something like this: 


e Step 1: User makes a deposit, files a dispute claim. This could 
either be made by someone who believes that they have been 
wronged, or who believes they have found wrongdoing on the 
part of another user. 


e Step 2: A judge is selected from a list of high reputation users 
who have been nominated by the community and accepted to 
serve as judges. 


e Step 3: The judge evaluates the evidence, and makes a 
judgment. 


e Step 4: If the claim made by the plaintiff is valid, the deposit is 
returned to the plaintiff, and both the judge and plaintiff receive 
a reputation increase and the defendant receives a reputation 
decrease- unless the defendant appeals. 


e Step 5: To appeal, the defendant is required to make a deposit. 
Once the appeal is filed, two new judges are selected, who 
then evaluate the evidence and make a decision. 


e Step 6: If the appeal judges’ decision confirms the ruling of the 
first judge, all judges and the plaintiff receive a reputation 


increase, and the deposit of the defendant is distributed 
between the judges and the plaintiff. 


e Step 7: Ifthe appeal judges overturn the decision of the first 
judge, the plaintiff and the first judge receive a decrease in 
reputation, and the deposit of the plaintiff is distributed given to 
the defendant, unless there is an additional appeal, with an 
additional deposit. In the case of an additional appeal, repeat 
steps 5-7, adding one additional judge for each iteration. 


Step 8: If judges are unable to reach a decision within an 
established time frame, the process resets with new randomly 
selected judges. 


This is one example of what decentralized arbitration might look like, but 
its likely, as is generally the case in this field, that the overall plan will 
need to adapt as it is developed. 


To summarize the benefits of a system along these lines: 
Less Reliance on the State 


Many businesspeople are reluctant to do business in certain countries 
because weak, unstable, or corrupt governments cast doubt on the ability 
to seek redress by means of the legal system. The existence of a reliable 
means of settling disputes with clearly established rules and procedures 
can increase confidence when entering into contracts in otherwise 
chaotic or unstable environments. 


Incentivized Policing of the System 


Through the use of deposits, there is a natural incentive and potential 
income source for anyone who can find some wrongdoing. If you browse 
the network and find abuse, flagging it and stopping the abuse increases 
your reputation, which increases your creditworthiness and earning 
power. This allows the platform to achieve the same effect of a 
centralized platform with employees that monitor activity to prevent 
abuse, without the overhead and managerial challenges normally 
associated with full time staff. 


Lower Costs for International Contracts 
One of the reasons multinational business ventures tend to be larger than 


those confined to a single country is because of costs involved with 
navigating multiple jurisdictions. By establishing uniform legal procedures 
across jurisdictions, the ease of international cooperation by small 
ventures can be improved. 


More Data Points 


Such a system also allows more opportunities to learn about people's 
character without needing to physically be in the same place. Analysis of 
these data can facilitate building trust, which is the essential value of the 
whole network. 


Enhanced Security 


The more people participate in the network, the more utility and value the 
network's native currency gains. If this currency is linked to reputation, 
the value of reputation is then tied to value of the currency. This 
generates a powerful incentive for those who are invested in the network 
to defend the network, and actively be vigilant against abuse or attacks. 
As the network proves to be secure, a positive feedback loop is 
generated where the security translates into value, which in turn 
generates more value. 


Putting Values into Action 


So, if cryptocurrencies are going to be part of the new order, and they are 
likely to be divided along ideological lines, how could a cryptocurrency be 
positioned, right now, to succeed in this future? 


There have already been several weak attempts to organize 
cryptocurrency communities along religious lines- notably, ChristCoin and 
BitCohen, Christian and Jewish cryptocurrencies, respectively. 


Religious cryptocurrencies have so far failed mainly due to their lack of 
any practical or ideological advantages over other cryptocurrencies. 


Belief is consistently mentioned alongside action in the Quran- the 
phrase “those who believe and work righteousness” is mentioned 
numerous times. 


It is shared experience that forms the basis of identity, and shared 
experiences are formed by taking action. For an ideologically oriented 
currency to succeed, it must intimately link its basic action to the ideology 


that it serves. Bitcoin successfully puts into action the primary ideal of 
libertarians- liberty. It gives people the freedom to transact with whom 
they choose, without government censorship, and this is how it attracted 
a user base which propelled it to success. 


An effective legal framework could put into action one of the most 
important values of Muslms- enjoining the good and forbidding the evil. 


Chapter 19: Leveraging Social Wealth to 
Achieve Mass Adoption 


The difference between investing early into a company and investing 
early into a protocol is that companies die when they run out of cash, but 
protocols die when they run out of believers. 


-Naval Ravikant 


Hopefully it’s clear by now that money itself is simply a placeholder, an 
abstract symbol that represents value. Having more people recognize the 
value of your money makes it more valuable, and this value leads more 
people to recognize it. In the last century the main means of establishing 
this value has been by force. 


A recent example in the United States is the Liberty Dollar, where a group 
of libertarians tried issuing a private gold backed currency and ended up 


in prison. A similar attempt, e-Gold, was also shut down.” 


This is not a new phenomenon. During the great depression, there was a 
currency experiment in an Austrian village called Worgl. The village 
issued a local currency and saw unemployment sink from the national 
average of close to 50%, to almost 0%. Of course, the government and 
central bank quickly stepped in and stopped the experiment before it got 
out of hand. 


Now things have changed, and we have currencies that cannot be 
stopped by governments. The value of these currencies is bound to 
increase as more and more people start to use them or store their wealth 
in them. 


This fact is not lost on the early adopters of cryptocurrencies. 
Cryptocurrencies do have some similarities to pyramid schemes, 
although they certainly bring vastly more utility to the world than any 
pyramid scheme that has ever existed. This extra utility almost makes the 
pyramid scheme feeling forgivable. Amway, an American multi-level 
marketing company is often called a pyramid scheme, and yet it is still 
going strong 60 years after its foundation. On some level, we might be 


able to call the international financial system or even Western civilization 
itself pyramid schemes as well. 


It's difficult to draw the line between cryptocurrency advocates who 
promote the technology out of the sincere conviction that it carries the 
power to do good, and those that promote it knowing that new users 
joining the network will increase the value of their own holdings. It may 
not be entirely clear to those who are promoting it themselves, at times- 
such is the nature of sincerity. 


The companions of the Prophet, radhi Allahu anhum, were known for 
doubting their own intentions: 
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lbn Abt Mulaykah — Allah have mercy on him — said: 


“| met thirty of the Prophet's Companions — sal Allahu alaihi wa salam — 
and every one of them feared falling into nifaq (hypocrisy); not one of 


them claimed he had the level of faith of Jibril or Mikal.” 


It is known to Muslims that Satan, an entity whose nature we cannot well 
comprehend, whispers suggestions into our souls, and it is difficult at 
times to distinguish what comes from our own selves and what might 
come from Satan. Besides this, we all have evil within ourselves. 
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Narrated Abu Huraira: | heard Allah's Messenger (sal Allahu alaihi wa 
salam) saying, "The good deeds of any person will not make him 
enter Paradise." (i.e., None can enter Paradise through his good 
deeds.) They (the Prophet's companions) said, 'Not even you, O Allah's 
Messenger (sal Allahu alaihi wa salam)?' He said, "Not even myself, 
unless Allah bestows His favor and mercy on me." So be moderate 
in your religious deeds and do the deeds that are within your ability: 
and none of you should wish for death, for if he is a good doer, he 
may increase his good deeds, and if he is an evil doer, he may 


repent to Allah." 


Itis not by some inherent goodness that we achieve ultimate spiritual 
success, but rather by our striving towards Allah and seeking His mercy. 


Belief and the sincerity of belief are essential in the religion, but this is not 
just part of Islam- it is an essential part of the human condition. The 
sincerity of belief also plays a critical role in determining cryptocurrency 
valuations. Cryptocurrencies, and perhaps any abstract currency, may be 
one of the most effective means for expressing belief as economic value 
that has ever existed. And the simple fact is that belief, in itself, has 
economic value. That is to say, the US dollar or Bitcoin have value 
because people believe in their value propositions. 


The idea of a currency for the Muslim community is kind of scary, 
because the religion is something sacred, and the idea of doing business 
with religion brings to mind some of the most repugnant examples of 
hypocrisy- for example, religious leaders or scholars who use their 
position to increase their personal wealth. The Prophet, sal Allahu alaihi 
wa salam, stated that those who seek religious knowledge for the sake of 
worldly gain will be among the first to be thrown into hell. 


Money has become a powerful vehicle not only for value, but also for 
symbolism. One of the actions of the early Umayyad rulers was to 
change the design of the official currency from a coin bearing the image 
of a king to a coin bearing the testimony of faith. For most of us it is part 
of our basic nature to focus on money, a lot. We look at banknotes and 
coins repeatedly all day, every day, and are constantly reminded of 


important buildings and individuals. 


There is certainly a lot of benefit to be gained simply by using a currency 
that reminds the user of authentic Islamic creed rather than weird 
masonic symbols, as with the US dollar. On this basis alone, not to 
mention all of the other points mentioned throughout this book, itis worth 
establishing a monetary network for those of us who are dissatisfied with 
the current system on religious and moral grounds, and it's worth trying to 
get as many people as possible involved in this system. 


Onboarding with Finance 


The value of a currency depends on the number of users, and how much 
of their wealth they keep in it. There are two basic methods of attracting 
users for a currency- positive and negative. An example of a positive 
factor for a currency is being able to use that currency to buy oil. And 
example of a negative factor would be using military and political force to 
destroy countries or individuals that refuse to use the currency. 


Muslims cannot build a military using the same method the United States 
used, because our religion will never allow us to do the things the United 
States did to get where it is today- namely, massacring and enslaving 
millions of native Americans and Africans based solely on their race. 
Rather, we must rely more on positive means for building our strength. 


The banking system is at the apex of the world economy for a reason- 
everyone needs financing. Linking a currency and a financing system is 
an excellent way to bring people into a system. The twin trends of low 
friction cross border payments and increasingly availability of data are 
complete game changers for what is possible with financing. 


The rise of digital currency is currently seeing heavy weight messaging 
apps like WhatsApp, Telegram, and WeChat looking to get into 
payments. Telegram has already issued its own currency, and Facebook 
is currently researching implementing its own currency which will be 


integrated into the WhatsApp messaging service. 


To try to compete with platforms like these is next to impossible, not only 
because of the first movers advantage, but also because they are simply 
much better financed. It is extremely difficult to achieve as smooth a user 
experience or reach without a comparable level of resources. 


This trend shows, however, is that there is a real potential for using apps 
as vehicles for onboarding users to a digital currency network. Certainly, 
a currency and applications focused on Islamic values could attract some 
users who are willing to sacrifice user experience for the sake of higher 
values. Let's be honest though- this is a fairly small minority, and besides, 
there may be many who would be interested in supporting such a project, 
but simply don't have the time or energy to try to understand the full 
meaning and background of such a project. 


So, accepting that we can't compete on the level of user experience or 
marketing, how to achieve mass adoption? One possibility would be an 
adoption strategy based on finance, whereby users uninterested in 
cryptocurrency could immediately benefit from using it. 


| propose a model of social financing which would maximize distribution 
of a micro-finance app which is in turn linked to a currency network. 


Viral Social Financing 


First, financing is offered to anyone wishing to undertake a project or 
expand their business, but on the condition that they have the support of 
a number of other users. The most effective way for them to accomplish 
this would be to go to their friends, family, and neighbors, and convince 
them to download the app to help them get financing. 


Once a minimum threshold of support is reached, they can publish a 
request which is then added to a list for investors to browse. There are 
various methods by which default can be minimized, including secure, 
voluntary data analyses, collateral pledges by supporters, and once the 
network becomes established, by referrals by established users with high 
reputation, whereby the actions of the users will affect the reputation of 
the referrers. 


When profits are distributed to investors, a small fraction of profits can be 
distributed to all of the supporters who helped them get financing. The 
recipients of these funds could then be encouraged to invest in other 
projects. 


One of the major advantages of cryptocurrency is that amounts of money 
as low as a thousandth of a cent can be cost effectively transferred. What 
this means is that the mass of users, with their small fractions of money, 


will be able to invest a few cents in other ventures, and collect profits on 
their investment. It might take a cycle of several investments to reach the 
minimum withdrawal threshold, but by this point, using the app would be 
firmly established as a habit for the users, and the advantages that 
cryptocurrency offers would be very clear. 


This could have more benefits than just getting users to engage with the 
app. People with low incomes often have little or no knowledge about 
investment, because they have so many pressing needs that all of their 
money goes toward fulfilling, leaving nothing left to be put towards long 
term growth investments. By teaching users in a visceral way how profits 
can be earned from investments, the user base can be instructed in 
money management techniques, and the overall financial literacy of the 
user base can be improved. This would turn some of the barriers 
between the real world and cryptocurrency economies into an advantage, 
as it would encourage users to invest rather than spend. 


One or two users investing a couple of cents may seem insignificant, but 
with a million or more users it could make a major impact. Crowdfunding 
is an established phenomena in places like the United States, but the 
absence of infrastructure in most Muslim countries has until now 
prevented this trend from taking off in the same way. 


With the increasing distribution of smart phones, the technology now 
exists to make this happen. The challenge is just to get it into the hands 
of users and familiarize them with its use. 


This model could lead to rapid growth, as new users would have to 
recruit other users in order to secure financing. The need to recruit new 
users in order to secure financing would certainly accelerate the rate of 
adoption, but his effect can be multiplied with a native currency. If users 
are able to collect the rewards of currency distribution by the same app 
and understand the reputation dynamic, they will also be very careful 
about who they seek out to invite to the network, knowing that the actions 
of the person they invite may eventually affect their reputation 


This doesn't need to be a currency network from the beginning- it could 
start out purely as a peer to peer finance platform, and once a critical 
mass of users is reached, a cryptocurrency could be deployed on the 
network in parallel to the more established currency, and use of the 


native currency can be incentivized via reputation or other mechanisms. 


Having a ready base of users ensures that the currency itself would have 
instant utility and value upon launch due to the network effect. For some 
users, religious incentives may be enough- while such a currency or app 
may not be able to compete with the big players, it can exceed them in 
terms of implementing Islamic ideals. Since such a platform would 
depend greatly on referrals, it would naturally proliferate through existing 
social networks rather than traditional marketing. 


Cryptocurrencies have the tendency to enrich early adopters. It may well 
be that early Bitcoin adopters become the new elite of an emerging, 
decentralized financial infrastructure. In the case of a network that is 
designed with Islamic values in mind, the early adopters would be more 
likely to be religiously motivated individuals. Since there is a high degree 
of risk involved, there is also more likelihood that they would be sincere. 
This was also the case in the battles of the Prophet Mohammed, sal 
Allahu alaihi wa salam. 


The early Muslim community generally accorded the highest status to 
those who had embraced Islam earliest, because the difficulty of 
becoming Muslim and migrating decreased as more and more people 
became Muslims, fortifying the community. This is also desirable; those 
with greater consciousness of Allah will tend to be less selfish, and 
selfishness is a very destructive quality for leaders to have. 


Accordingly, the presentation of such a venture should initially focus on 
attracting principled individuals, because in the event of success of the 
network, the early participants will be thrust into positions of leadership. 
For example, under the model of decentralized arbitration described in 
Chapter 17, they would be eligible to become judges who would be 
responsible for shaping the contours and charting the course of the 
community. 


Once a solid base is established, then efforts can be made to attract 
more users who may be more focused on the financial rather than the 
spiritual aspects of the network. 


Chapter 20: Money and Value 


“Nowadays people know the price of everything and the value of 
nothing.” 


-Oscar Wilde 


Financial centers like Hong Kong, London, and New York have become 
ascendant due in part to the necessity of concentrating financial power to 
take advantage of economy of scale. The technology now available to us 
renders these centers ripe for disruption. 


This is not decentralization, per se. Viewed geographically, itis indeed 
decentralization, but viewed in the virtual dimension, it is simply the 
formation of new centers, and the capture of energy by the virtual centers 
from the geographic centers. In other words, a shift to another dimension. 


So which networks are going to succeed in capitalizing on this disruptive 
potential? At the moment, it would appear to be the networks that have 
the best functionality and the widest reach. However, as time goes on, 
nation states are certain to either buy a stake in certain networks and 
begin backing them, or to create their own networks and try to push the 
citizens under their control to use them. 


There is a window between the time of writing of this book, and the point 
at which these networks are fully formed, backed by nations and 
corporations, and firmly entrenched. This window could be anywhere 
from 5 to 20 years. Itis in this window that it is critical for the Muslim 
community to act and establish a virtual hub for genuine global Islamic 
finance. 


Such a hub could include ventures of any size. Larger ventures may be 
necessary to increase the productive capacity of Muslim countries, 
because part of the new form of colonialism is engendering dependence 
on producis produced in Europe and the United States. Indeed, this was 
part of the initial motivation of colonialism- to expand markets for 
European economies. It would be nice to establish oil and gas 
infrastructure, heavy machinery manufacturing, and the like under full 
Muslim ownership and without dependence on foreign expertise. Lack of 


employment opportunities is one of the most commonly cited reasons 
why Muslims, particularly engineers, emigrate to the West. Here could be 
an effective means of combatting the "brain drain." It may be, however, 
that an alternate economic structure on the level of organization and 
production is not sufficient. We may need an alternate vision for the 
structure of society itself. 


How Badly Do We Need Heavy Industry? 


While it would be possible to finance large industrial ventures, | am not 
entirely convinced this is desirable, as it often seems like this work is 
dehumanizing, destructive to the environment, and dependent on a 
global web of oppression. While | cannot condemn modern industrial 
practices outright, | would at least question if such a structure should be 
the primary focus of economic development- particularly as heavy 
industry presents ready targets in case of asymmetric military 
interventions. 


| believe that small scale production of moderately advanced technology 
is possible on the basis of cottage industries, and that we can do more 
with less. The major driver of technological advancement over the last 
century has been warfare- many of the innovations presently widespread 


among civilians today were first developed by the military. 


In spite of all of the advanced technology possessed by great military 
powers like Russia and the United States, these nations have still been 
unable to defeat the people of one of the poorest countries on earth 
(according to the Western methods of measuring)- Afghanistan. Much of 
the obsession with technology in the West is with the aim of increasing 
their performance according to their somewhat arbitrary metrics of 
progress. 


| believe this can be traced back to Christian belief. Deep down, 
Christians have been taught for generations that salvation comes from a 
human being, Jesus, and a more recent theological invention called “the 
rapture” teaches that it is possible for human beings to enter paradise 
without physically dying. This is in stark contrast to Islam. Allah says in 
His book: 
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Every soul will taste death, and you will only be given your [full] 
compensation on the Day of Resurrection. So he who is drawn away 
from the Fire and admitted to Paradise has attained [his desire]. And 


Be 


what is the life of this world except the enjoyment of delusion. 


A major part of the frantic pace of technological innovation in the West 
has to do with the fear of death- the belief that the military technology can 
prevent soldiers from needing to sacrifice themselves on the battlefield, 
and the medical technology can prolong life. However, this technological 
approach is clearly not really working, since suicides by US military and 
veterans are extremely high, and quality of life for many of the elderly in 
the US is also very low, in spite of the vast sums of money spent to keep 
them alive for a few more years. 


As Muslims, we know that death can be a gateway to something much 
better than this life if we are properly prepared. Likewise, disease can be 
a means of purification, so there is no sense in trying to eradicate either 
disease or death by means of technology. 


Obviously, I’m not strongly anti-technology or else | wouldn't be writing a 
book advocating the use of cryptocurrency. | am against, however, 
structuring our societies in such a way that we are dependent on 
technology, and dependent on those that provide us with the means to 
produce and utilize that technology. 


Focus on Small Enterprise 


This is why | personally advocate that the focus be on small enterprises 
and cottage industries. Distributed ledger technology could better enable 
equity financing of small ventures like these, and could lead to an 
explosion of productivity, without compromising the integrity of the family. 
There are initiatives underway in many Muslim countries to grow the 
economy by increasing female labor force participation, and this has 
devastating consequences on the integrity of the family. Cottage 


industries have the potential to allow the family to stay at the site of 
production, together with the elderly and children. This generates a 
stronger bond within the family, as children, adults, and elderly can all 
work together, and rely on each other. 


The increase in formal female labor force participation also leads to 
serious increases in mixing of non-related men and women, which 
translates directly to increases in divorce and emotional and 
psychological devastation, in a vicious cycle that leads to the destruction 
of the family and eventually the whole society. This is a very pressing 
concern, and providing financing for small ventures comprising cottage 
industries may present an antidote to this poison. 


True Empowerment of Women 


Part of the reason colonial projects in Muslim countries have involved so 
many educational initiatives is simply because we didn't need the 
products of the colonizers, and they had to re-educate us until we 
believed we did, in fact, need chandeliers, neck ties, fighter jets, and 
other products that they are selling. Needing their products also led to us 
needing their money, because we could only buy their products with their 
money. And we could only get their money by giving them what they 
wanted. 


Before the adoption of industrial economies, much of production was in 
the household, and the whole family was dependent on the production 
happening in the household. Children's labor was also essential to the 
economic viability of the household. This meant that women in the home 
were by no means marginalized- they were quite powerful, and the 
backbone of the economy. 


With this economic power comes rights. If a husband mistreats his wife 
such that she leaves the house, it is not only an emotional and personal 
crisis, but an economic crisis as well. lt means that production and 
income stop, which can be ill afforded. 


The rise of an economy modeled after the polytheists' way of life has 
resulted in severe degradation of the status of women, as production 
began to be concentrated outside the home and children became a 
burden rather than active helpers. Lack of economic power leaves 
women who choose not to work outside the home with a severe lack of 


leverage when it comes to marital disputes; husband and wife no longer 
need each other. Excessive and wasteful lifestyles also means that 
couples are more willing to divorce rather than to “tough it out” and stay 
together, since they can easily afford a divorce that would have been 
catastrophic in traditional contexts. 


Even within the context of the modern economy, the role of a housewife 
has tremendous value in spheres of psychological, emotional, and 
physical health, not to mention the future health of the entire society. 
Modern, polytheist economies have lead to a crisis where all of these 
contributions are under-appreciated because no monetary value is 
assigned to them. 


Valuing Integrity 


Ultimately it is whoever hands out the money that decides what has 
monetary value and what doesn’t, and metrics like GDP are drawn from 
what happens with this money once it is handed out. Other things that 
have real value, but which are more difficult to measure, are rarely 
included in such metrics, which distorts our view of the world and tricks 
many into believing in fictional narratives of the superiority of “rich” 
countries. 


For example, every time neighbors or family gift each other labor by 
helping each other in the garden, looking after each other's children, or 
volunteering to clean up the neighborhood, real value is created and 
exchanged without any monetary value being assigned. When we 
structure our society according to metrics like GDP, all of these good 
actions “don't count.". 


Community and family are networks of trust where value can safely be 
stored. The stronger the bond of trust within a family or group, the greater 
the ability to work toward a common purpose. This is because by 
identifying with the group, the individuals of the group are willing to 
sacrifice their own immediate interest for the greater good, as they know 
what is good for the group is also good for themselves. 


With a strong enough kinship network, there is no need to even 
denominate value with money, but the value is still there. By 
manufacturing value via supply, demand, and abstract methods of 
measurement, it is possible to obscure, distort, and outright fabricate the 


presence of value in order to swindle others into perceiving value where 
there is none, and to trick people into thinking there is no value where 
there really is. This allows concentrating power that rightfully belongs to 
others in the hands of a progressively smaller elite. 


This is why we see in the progression of Western civilization a clear trend 
towards the destruction of kinship groups and their replacement by the 
state. This is also a reason why homosexuality tends to be favored under 
the rule of states that profit from the destruction of family groups. 


Children act as a sort of social security network in kinship based 
societies. In such societies, being barren is a major calamity. This is 
because the prospect of old age without children can be harrowing. Large 
states, on the other hand, seek to gain the loyalty of their citizens by 
offering services- among them medical care in old age. 


Beyond this, when the household is the center of production, more 
children means more labor power- and not just any labor power- loyal 
labor power. When the children are tied to a family industry by bonds of 
kinship, this means that as they participate in production, they develop 
skills which in a very real sense are intellectual capital. In a way, the 
family is a brand. 


The problem with this, obviously, is that this gives considerable autonomy 
to the family as a political unit, because it can function and survive in the 
absence of the state. The survival of a large, centralized state requires on 
citizens being dependent on it, so the competition for souls becomes a 
zero sum game between the family and the state. 


There is a reason that the state has succeeded in steadily eroding the 
influence of families and extended families (ie. tribes). A kinship network 
is necessarily limited in the size it can reach, because a state can much 
more effectively incorporate multiple ethnic groups and balance their 
interests. However, as with just about any organizational phenomena, 
bigger units consume more resources. 


As a result, societies tend to fracture back into tribal groupings in phases 
where energy becomes more scarce and empires decline. This is 
observable even within the United States- at lower income levels, 
participation in criminal gangs is much more common, and these gangs 
are almost universally organized along the lines of two criteria- race and 


neighborhood. Another good historical example is the rise of dynastic 
families in medieval Italy after the fall of Rome. 


The tendency towards tribal groupings is a basic part of human nature, 
and since all of the societies living at a sustainable level appear to 
depend much more heavily on family, it seems clear that we should not 
even attempt to eradicate this drive. Of course, nearly any instinctual 
human drive can lead to our own destruction if left unchecked, which 
fuels the arguments for suppressing them. 


Unrecorded Value 


If we consider the value delivered by family, the figures add up quickly. 
Consider, for example, the value of child care, care for the elderly, and 
care for the sick. 


In 2018, the daycare industry in the United States reached an estimated 
revenue of $58 billion. The estimated value of family care for chronically 
ill children, if it were to be replaced with professional care, is around $35 
billion. The elderly care industry in the US has exceeded $300 billion in 
annual revenue, with no signs of growth slowing. Combined, this alone 
exceeds $400 billion 
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While health care and social assistance only accounts for about 5% of 
the American economy, it accounts for the largest share of total 


employment, providing income to over 12% of the working population. 


If we look at another chart, we can see that the US has, by a 
considerable margin, the largest national economy in the world. 


The world's 10 biggest economies 


Gross Domestic Product 2016, in trillions of US dollars, current prices 
at market exchange rates 
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Source: International Monetary Fund, World Economic Outlook, April 2017 





Muslim countries, although accounting for as much as 20% of the world’s 
population, account for less than 10% of the world economy. The United 
States, with a population 1/5th the size of the global Muslim population, 
has economic production nearly 3 times that of the global Muslim 
community combined. On paper we are led to believe that America is 
richer than the Muslim lands, but this is obviously a lie.. 
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Looking at this chart, we can see that approximately 80% of US 
economic output is in the service sector. There is no way that 300 million 
Americans consume more services than 1 billion Muslims- the key 
difference here is monetization. 


Muslims generally care for their family members without money changing 
hands. It's much more likely to find family members eating in the home in 
Muslim countries than eating out. Anyone who has ever had children can 
also attest to how entertaining kids can be, while in many countries, 
entertainment is a major industry. 


At the same time, household size has been steadily decreasing in the 
United States: 
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Average household size in 2011 is calculated using ABS projections 
of the number of households 
Sources: ABS; RBA 


As family size decreases through increasing family estrangement and 


divorce, individuals turn to money to fulfill needs that were once filled by 
families. 


So it's not really that Muslim countries are poorer than industrialized 
countries- it's just that we have more value changing hands without any 
monetary value assigned to it, and this is partly because Muslims, on 
average, value family more than your average American or European. 


It's a great irony that we've been convinced that we are poor- in fact, the 
nature of the economic system causes us to regard (social) wealth as 
poverty, and (social) poverty as wealth. 


It’s difficult to accept that you have been deceived, especially when you 
have spent a lot of time and energy building on the basis of a lie. It takes 
humility to accept one’s mistake, and give up this venture. 


Knowing When to Quit 


Take the metaphor of a tower. All the people of a village decide that a 
tower needs to be constructed for some reason. The architects and 
engineers determine the location for the tower, and everyone starts 
building. After the tower starts to get taller, the builders notice that it is 
leaning. They try to correct the problem, but the result is that it starts 
leaning the other direction. 


Now, as some of the builders realize this, they are, of course, inclined to 
stop building, realizing that all this effort is a total waste. But the 
architects and engineers of the village occupy positions of respect and 
leadership because they are believed to possess superior knowledge. If 
they were to acknowledge their mistake, it would mean a reduction in 
their status. As some builders start to give up on the project, they insist 
that the mistake can be corrected, that the builders that are quitting are 
ignorant fools, and that the tower can be saved if only more work and 
energy is put into it. 


This is the likeness of our economy- the foundation, interest financing, is 
unstable, because it distorts the perception of wealth through huge 
amounts of debt. Since debt is used to create still more debt in a vicious 
cycle, it become progressively more unstable as the economy grows; like 
a tower with a bad foundation, the higher the tower is built, the more 
likely it is to collapse. 


This is again reminiscent of Allah's promise: 
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Allah destroys interest and gives increase for charities. And Allah 
does not like every sinning disbeliever.” 


When the victims of predatory financial practices realize that they've 
been robbed, it won't take long to figure out where the fruits of their hard 
labor went- they just have to look for the people who haven't been 
working much, and who have all the money. The result is a civil war, 
where the idle rich pay one faction of the population to protect them 
against the faction that comes after them. 


This is essentially what happened in World War 2, and that's not to 
legitimize the Nazi position by any means. It is telling, however, that 
whatever legitimate grievances the Nazi's may have had have 
disappeared in the modern representation of history. 


War provides a necessary relief in this system, because it eliminates 
excess population while simultaneously stimulating a wave of 
employment with reconstruction. However, it appears that in the long run, 
the losses will outweigh the gains- unless, of course, endless growth can 
be achieved. 


Could this cycle continue indefinitely? It could, if there were unlimited 
resources to fuel it. This shows that disbelief in Allah is at the heart of this 
whole cycle. The creed that has been taught by all Prophets is that Allah 
is unique and eternal- in other words, infinite. By contrast, the material 
world is temporary and destined by its nature to perish. 


There are therefore two justifications for supporting this system: 


e Belief that the material universe is endless, and can fuel 
endless economic growth 


e Belief that there is no possibility of being punished after death, 
and therefore is is acceptable to try to enjoy life by participating 
in this system, knowing full well that it is going to come 
crashing down eventually. In this way, if it is possible to die 
before the collapse, it is possible to escape the consequences 


of one's own actions. 


These two categories are roughly described in first surah of the Quran: 
SG) bara aii 
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Guide us to the straight path - 

The path of those upon whom You have bestowed favor, not of 


those who have evoked [Your] anger or of those who are astray. - 


Those who evoke the anger of Allah are those who willingly reject belief 
or refuse the favor of Allah. Those who have gone astray are not 
intentionally rebelling against Allah, but through faulty understanding they 
have mixed up the divine and the worldly, thinking that the material world 
has divine attributes. As a result, well intentioned actions spread 
corruption on the earth. 


Considering that a bulk of the American economy is made up of services, 
and that the monetary value of those services correlates to decreasing 
family size, we can say that there is a link between the destruction of the 
family and economic growth, at least according to conventional measures 
like GDP. It’s as if there is wealth and power within families, and by 
cracking the families open, that wealth can be sucked out into a monetary 
system. 


Clearly, if we want to oppose this way of life, we cannot do so by imitating 
it. It's of great importance, in any case, that as many Muslims as possible 
(and of course, everyone else with a conscience) realize that this value 
exists, and realize that the monetary system is trying to get its hands on 
it. Anyone who has seen a pious Muslim mother in action can attest that 
many are more skilled in managing the mental and emotional health of 
the family than highly paid Western psychiatrists. 


But how can we mobilize and organize this wealth, and make it work 
toward our own interests, rather than serving the interests of our 
enemies? 


Areputation system is well suited to this goal for one reason- it allows us 
to represent this inner, social value, without extracting it. Reputation 
functions differently than cash, in one important way- hoarding reputation 
does not necessarily cause detriment to society, while hoarding wealth 
does. You can continuously amass a good reputation by means of 
honesty and reliability, and this accumulation will consistently benefit 
society. At the same time, reputation is wealth. 


A Crisis of Perception 


The crisis we are facing is largely a crisis of perception. As we are trained 
to focus on measurable gualities like money, at the same time, we lose 
focus on other sources of value, and as this attention shifts, so does the 
market value and human effort. 


With increasing amounts of personal data being generated, as well as the 
possibility to publicly record all of our actions in an immutable record, a 
possibility now exists that is entirely new and unique to this era to 
quantify reputation and shift our focus from money towards reputation. 
And the cryptographic techniques that make blockchain technology work 
are essential to protecting the integrity and accuracy of this information. 


The reason for the power of the US dollar is ultimately that the United 
States can force others to use it. The reason it is viewed as a relatively 
stable store of wealth, is because there is trust in the US military 
capability. If someone, like Saddam Hussein or Muammar Gaddafi 
decides they don't want to use dollars, they can be eliminated. This is a 
very clear and visceral display of just why you can “trust” in the dollar. 


There is another kind of trust, however. It is the trust of individuals who 
sincerely believe in Allah, and strive to obey Him and His commands. It’s 
the trust between family members who live in difficult circumstances, and 
rely on each other for survival. And yes, these trustworthy individuals are 
the exception among the Muslims- the collective condition of our faith is 
not great, to say the least. 


The Arabic words for “trust” and “faith,” aman and iman come from the 
same root. Trust is power, and faith is power. And in spite of the sad 
condition of the broader Muslim community, it was faith that inspired the 
kindness that was shown to me again and again as | traveled through 
Muslim countries, and it is this faith that finally convinced me that this 


religion is the truth. The level of faith of the Muslim community is still 
higher than that of any other community | encountered traveling, and the 
words of Allah remain true: 


e Oin y al lll al il 5,8 is 
aly Spiny Sua 


“You are the best nation produced [as an example] for mankind. You 


enjoin what is right and forbid what is wrong and believe in 
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Allah.” 

Whatever portrait the media controlled by the enemies of Islam might try 
to paint, the Muslim nation is still the best nation on earth. We have a 
wealth of faith, and this faith is power. This is a real wealth, and of course 
the source of faith is from Allah, but one of the means by which Allah 
grants us this faith is by means of our community. When we greet each 
other, when we visit our relatives, or the sick, or care for orphans or the 
needy with the intention of seeking reward from Allah, our faith increases. 
When we pray at each other's funerals and celebrate one another's 
weddings, these actions increase our faith. When we pray collectively, 
our faith increases more than when we pray individually. 


Islam was established by individuals who were not expecting any reward 
in this world. They were prepared to freely give their lives for love and 
fear of their Lord. However, this does not mean that a person's intention 
has to be perfectly pure for them to benefit from Islam- many Muslims 
throughout history have surely entered the religion with worldly interests 
in mind in periods where Muslims were ascendant, and with time, seen 
the beauty and truth emanating from the scripture and the living tradition 
of Islam. 


For example, one of the categories of zakat is wealth that can be given to 
new entrants to Islam, in order to firm their faith. The simple fact is most 
of us are never going to have perfectly pure faith, and our level of faith 
can be affected by economic incentives. Islam constantly directs our 
human nature and base instincts towards the beneficial and virtuous. 
Faith is a dynamic process, and none of us is perfectly pure in our hearts. 


In short, what | am proposing is to provide economic incentives for moral 
behavior, and to pool and deploy honesty as a source of power. By 
linking the distribution of money with ethical behavior, we may be able, 
Allah willing, to move away from a society that is steered by its monetary 
system towards a blind quest for profit towards a society that is guided 
towards righteous actions. 


This is not making a business out of the religion, rather, it is simply doing 
what communities do naturally- help each other, and receive gratitude, 
recognition, and reciprocation for that help. Indeed, many of the virtuous 
actions of the sahaba, radhi Allahu anhum, also resulted in financial gain, 
although this was far from being their primary motivation. 


In the world we are living in, many of us have become slaves to money. 
This is an inversion of the natural order- in fact, money should be serving 
us, rather than us serving money. 


We now have the tools, by the grace of Allah, to make this vision a reality, 
with the permission of Allah. 


And all praise is due to Allah, the Lord of the universe. 
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